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PROCEEDI NGS

DR. WLENSKY: Let's get started. Hel aine?

M5. FINGOLD: Good nmorning. This norning and a
little this afternoon we're going to be tal ki ng about
mechani snms for inproving and safeguardi ng quality under
Medicare. W're going to start with a panel on survey and
certification issues. W want to thank our three panelists
for comng this norning and being our first presenters.

We have Rachel Block who's with the Health Care
Fi nanci ng Admi nistration. Rachel is the deputy director for
the Center for Medicaid and State Operations that oversees
Medi cai d survey and certification, CH P, and insurance
reforns under HI PA, just to nanme sone of the many things
t hat she deals w th.

Kat hl een Smail is nmanager of health care,
licensure, and certification with the Oregon health
division. Admnisters the state |licensure and Medi care
certification process for non-long termcare providers and
suppliers in Oregon. She is here speaking on behalf of the
Associ ation of Health Facility Survey Agenci es.

Lastly, we have Margaret VanAnringe who's with
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JCAHO, the Joint Comm ssion on Accreditation of Health Care
Organi zati ons whi ch does accreditati on of many types of
facilities and has deened status for a number of those

facilities for Medicare certification.

So we'll start wth Rachel, and thank you and
wel cone.

MS. BLOCK: Thank you very nuch. |It's a pleasure
to be with you today. If you found a common thene in terns

of the description of what the Center for Medicaid and State
Operations does and why | am here is because we are
responsi bl e within HCFA for overseeing the states
activities with regard to survey and certification. CWVMSO s
responsi ble for all of the HCFA prograns that are
adm ni stered by or through states. It is, | think, unique
inthat it is a function that is specific to the
adm ni stration of the Medicare program but where states are
really the mechani sm by which the Medicare requirenents are
assessed and eval uat ed.

|'"d like to start with just a very brief
i ntroductory or contextual conment. There are, obviously, a

nunber of ways in which HCFA's authorities and our
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activities touch on and relate to the quality of care that
are provided to Medicare beneficiaries. W obviously
devel op and establish the conditions of participation for a
wi de array of providers. Jeff Kang fromthe Ofice of
Clinical Standards and Quality is actually directly
responsi bl e for that function.

In addition, Jeff will be speaking to you nore
specifically later about the role of the peer review
organi zations as that fits into our larger quality context.
|"mnot sure if it's part of his prepared remarks, but HCFA
IS now enbarking in a nmuch nore proactive way to articulate
our view of ourselves as a purchaser in concert with other
purchasers in the devel opnent of performance neasures as it
relates to health care in explicit partnership with others
in the public and private sector.

So the survey and cert process then is really just
one element in a nunber of different tools and ways in which
HCFA in fact attenpts to articulate the quality standards
and to ensure that providers are neeting those standards.

So the survey and cert process really fits into that |arger

systemand it really is, in a way, the traditional, the
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foundation if you wll, for our approach to quality, which
is to ensure that providers serving Medicare and, both
indirectly and directly Medicaid beneficiaries, are
conplying with the established conditions of participation,
which in large part articulate a broad set of standards
regarding the health and safety of the health care that is
provided to beneficiaries in those settings.

For nursing honmes, as |I'msure nost of you know,
our mandate is broader. W are in fact responsible for the
gual ity standards and the enforcement and conpli ance of
nursing homes for all nursing honme residents, not just those
whose care is paid for through Medicare and Medicaid. In
that sense it approaches sonmething nore like a public health
assurance function as opposed to purely a regul atory
function associated with Medi care and Medi cai d.

As |'msure the other two speakers will also touch
on, and as |'msure you know, for hospitals and many ot her
cl asses of facilities and providers there is a tradition in
whi ch private accrediting bodi es have played an inportant
role as a proxy or an extension of our overall systemfor

ensuring that providers are neeting Medicare's quality
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One of the topics | was asked to touch on briefly
--and | wll be brief because Jeff will be speaking to you
nore about the function of the PROS -- is how do you
di stinguish the role of survey and certification fromthe
role of the PRCs, and | believe actually that the other
speakers m ght touch on this topic as well. As | indicated
at the beginning, the primary distinction is that the survey
and certification process is a regulatory process. The goal
here is to ensure that quality health care is being
del i ver ed.

It does not have as its purpose a focus on quality
i nprovenent and sone of the other related functions which
are inportant to a conprehensive approach to quality, but
whi ch are sinply not the core business of what survey and
cert has been about. |In fact, sonme of our current
initiatives are really focusing on trying to be nore clear
about the distinction between that regulatory function and
the quality inprovenent function, and hope we'll ultimately
make the activities that we sponsor under those different

rubrics nore effective in terns of neeting their respective
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As | also indicated, this is a unique function for
Medicare in that it is conducted through states. That has
certain very specific advantages | think fromny point of
view, not the least of which is that states really performa
nunber of other inportant licensing and certification
processes so there is a certain efficiency associated with
this. Al so states, obviously, have an accountability to
residents at a local level which has, | think, proven to be
relatively effective in terns of their ability to conduct
these activities on behalf of the Medicare program

But it also results in sone inconsistencies in
terms of the approaches which are taken, the anmount of
resources which are devoted, and also the strength or
weakness of the overall regulatory infrastructure that m ght
be in place in a given area. All of these inconsistencies
have been cited by HCFA, by the General Accounting Ofice,
and by the Ofice of Inspector General, in particular
recently in a series of reports focusing largely on issues
relating to nursing hones which |I'msure you are al

famliar with, and also nore recently, with regard to
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So the issue of consistency, the strength of the
approach that we take in terns of the enforcenent of
standards, all of these have now been really nuch nore at
the forefront of our interest and activities in the | ast
coupl e of years.

W' ve taken a nunber of steps to strengthen the
enforcenment process. Again, primarily focusing here on
nur si ng hones, but where sone of these approaches will begin
to spill over I think into some of the activities that we
undertake for other provider categories. |In particular, we
have been | ooking at inproving, strengthening the penalties
that are associated with violations of standards. W have
been | ooking at issues relating to how can those standards
be clearer to providers.

And we have al so strengthened, as the first step
in our overall approach to this process, our direction to
states in ternms of our expectations for how the survey
process woul d be conducted in such a way that we hope it
will be nore effective, both in detecting problens in

nursing hones, but also ultimately to ensure that we can say
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wi th confidence that there is a high quality of care being
provi ded, since that really is what we hope will be the
result out in the real world.

We have al so i npl emented a nunber of policies and
procedures to ensure the accountability of accrediting
bodies. |1'msure Margaret will touch on the hospital
oversight plan that we have been working on in response to
the recent report fromthe OG In particular here, and
also to a certain degree in the nursing hone area, one of
the key issues that will be at the center of attention is
how we conduct the review of the survey process itself.

The federal governnment has as one feature of its
activities sonething that we call oversight surveys. W
conduct those oversight surveys in conjunction with the
accrediting bodies. W conduct those oversight surveys in
conjunction with the states. There are different nethods by
whi ch those oversight surveys can be conducted, and there is
a big debate that will soon be energing and the GAO s next
report on the nursing home side will touch on this issue
about which types of oversight surveys are better, which are

nmost likely to achieve the result.
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I n general though, we have beefed up our resources
devoted to oversight surveys and again, particularly on the
nursing hone side, we wll very shortly be rel easing sone
data to show what we have acconplished there and how we
intend to use that as part of our broader nursing hone
initiative.

We have also, in addition to directing additional
resources to our regional offices for these purposes, we
have conm tted specific additional resources to the states
t hrough the survey budget. | don't know if many of you
realize that the budget for survey and certification had for
many years been held relatively constant and just clearly
did not provide a sufficient level of funding to conduct the
frequency and type of activity that was either expected by
| aw or consistent with what we thought were appropriate
standards of quality, to assure quality in those facilities.

We have gradually increased the resources
specifically devoted to nursing hones. W have in our 2000
and al so our 2001 budgets, requested additional resources in
sel ected other areas as well. So the budget is a very

i nportant conponent to this and one which | think states
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appropriately point to when we go and ask themto do nore
things, or to do a better job in certain areas, and we have
made an effort to address that through the budget process.

Finally, one of the other areas that is really
critical to our ability to answer our questions and the
public's questions about what is going on with respect to
the process by which quality is ensured is, do we have a
basic data collection and reporting systemin place to
actually collect key information that is derived fromthe
survey process? That includes both the actual findings of
surveys as well as data regarding conpl aints and ot her
things that are really key to be able to determ ne where the
probl ens are, and al so where the problens are not.

We have focused a lot of attention, frankly, on
really basic issues |ike howtinely is the subm ssion of
survey data? It may not seemlike a big deal, but as you
get into a cunul ative pattern where survey results are not
reported on a tinely basis -- and that includes, by the way,
our own federal surveyors who are out conducting those
oversight surveys that | nentioned -- it becones an

inportant gap in terns of your ability to ensure
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accountability in the system So that's another area and |
expect that we will be devel opi ng sone specific perfornmance
measures for states in that area.

That's a really brief overview of sonme of the nore
tradi tional nethods, processes, procedures that we currently
use and areas where we have put nore enphasis. 1'd like to
touch though briefly on a couple of areas that really | ook
nore to the future although they are things that we're
starting to do now, but | think represent sonme pretty
exciting devel opnents in ternms of where we would |ike to go.

The first is, under the Governnent Perfornmance
Results Act, we along with all the other federal agencies
are expected to neasure and report on actual outcone
measures. W have several in the survey and cert area.
won't go into all the details of that, but they really focus
in large part on actual health outcones of beneficiaries.

So we, through the survey and cert process intend to hold
oursel ves accountable for key nmeasures in that area.

| mentioned the overall funding for the survey
budget. In addition to that, the actual nethod by which the

survey budget has been constructed just has to be really
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scrapped and reinvented. It is no longer a viable nethod to
construct either an effective budgeting systemor a nethod
to really ensure that the appropriate resources are being
devel oped. So that's another, | think very exciting and
i nportant devel opnment for the future that we're starting to
wor k on now.

| know you're all aware of the m ninum data set.
We are using the m ninmum data set now to incorporate quality
indicators into the nursing honme survey process, and shortly
thereafter we will be using the sane basic approach to
introduce quality indicators into the hone health
certification process. This is, obviously, going to make
t he whol e process for survey and certification nore data
driven, which I think we all would agree is a better way to
go than just nmeasuring structure and processes of care.

And also to be available on site, literally,
t hrough hand-held PC | aptops or PalmPilots or what have
you, that the surveyors are now i ncreasingly using so that
they can pinpoint very specific patient care and patient
outcone rel ated issues while they're on site conducting the

survey. We think this will be a significant inprovenent in
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t he survey process.

Consuner education is a very inportant conmponent
of our current strategies. |'mnot sure that they have
really ever received so much enphasis. And of course, al
that data can be very helpful if constructed in a way that
is helpful to consuners. |In particular, we have put on our
web site the results of nursing honme surveys which is the
nost popul ar area on HCFA's web site right now | hope that
sone of you may have | ooked at it.

Finally, one new and potentially interesting area
for us to be focusing on, at least indirectly through the
survey process but it could have a huge inpact, is the
energing financial status of many of the key sectors of
health care that we are responsible for ensuring quality
wi t hin.

| am sure you know t hat we have mmj or concerns
about the bankruptcy of one, and now today another najor
nursi ng home chain. There have been several snmaller chains
whi ch have not achi eved national attention but which we have
been working in those states to ensure that quality

continues to be provided while the financial restructuring
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or whatever other issues are being worked out are occurring.
We have had, frankly, extraordinary cooperation fromthe
states under circunstances that nmake all of us concerned
about our ability to nonitor the quality of care in those
facilities. But we believe that we have a pretty effective
network out there to nonitor those issues.

That is just one additional exanple of how the
survey and cert process has been used to deal with energing
i ssues, and | would be happy to answer questions as we
continue with the rest of the session. Thank you.

DR. W LENSKY: Thank you. Kathl een?

M5. SMAIL: Good norning. Thank you for the
opportunity to speak to you today about issues of Medicare
survey and certification. As Helaine said, |I'mrepresenting
the Association of Health Facility Survey Agencies. MW
di scussion today will focus on the roles and rel ati onshi ps
of state survey agencies, peer review organi zations, and the
Heal t h Care Financing Admi nistration; the PRCs and HCFA as
we comon refer to them | was asked to address certain
topics so they will be woven into ny discussion this

nor ni ng.
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| should also nention that |I'm speaking fromthe
perspective of one of the five states in the country that
have totally separate state survey agencies for non-I|ong
termand long termcare. So ny perspective, of course, is
going to be fromthe non-long termcare side because that's
where | work.

State agencies, PROs, and accrediting
organi zati ons share a common goal of ensuring high quality
health care. Wile there are simlarities anong these
entities, there are also sone very inportant differences.
The roles of state agencies carrying out Mdicare
certification processes, and the PROs conducting quality
i nprovenent projects are different and conplenentary. State
agenci es provide regul atory oversi ght and during surveys we
review the entire organi zation and the delivery of care. W
actually watch care bei ng delivered.

The state agencies focus on ensuring that systens
are in place, as Rachel said, to provide for safe patient
care in every aspect. | should just throwin alittle
illustration here which | nmentioned to soneone earlier, that

it's very inportant to | ook at patient outcones, but it's
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al so inportant to see that systens are in place. Because if
you don't have the systemof a stop sign at a busy
intersection, it doesn't do nuch good to | ook at the
out conmes because you need to prevent sone of those outcones.

Revi ews conducted by PROs are in depth, but
limted in scope and focus on achieving good patient
outcones. The PROs conduct clinical reviews, carry out
research, review nedical practices, and nake reconmendati ons
i ncluding specific treatnent protocols for inproving care.
While PROs do investigate sone conplaints, those generally
take place through the mail requesting a nedical record or a
nunber of nedical records, and they usually involve patients
who are Medi care beneficiaries.

St at e agenci es, however, conduct on-site conpl aint
i nvestigations regardl ess of patients paynent sources.
State agencies also can cite deficiencies and require
providers to submt plans of correction

It's also inportant to recognize the role that
renal networks have in the Medicare system |In nmany ways,
the networks function like the PROs in working with dialysis

facilities. Wth the goal of inproving the quality of care
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for Medicare beneficiaries, they conduct studies of the
adequacy and the effectiveness of dialysis by review ng
patients' outcones and | aboratory values. They work to
i nprove data reporting and the validity of that reporting.

The role of the networks in conpl aint
investigations is less clear. Network staff act as
facilitators and nediators to resolve conplaints and
gri evances between patients and facilities. Sonetines the
first action of the network is to refer the conplaint or
gri evance back to the facility for internal investigation.
Patients have told surveyors that they feel afraid to
conpl ain because they' re confidentiality m ght not be
mai nt ai ned, and as you know they're very dependent on their
caregivers in a dialysis facility.

In Oregon, it's been our experience that rarely
does the network refer conplaints to the state agency.
State agencies protect the identity of conpl ainants and
i nvestigate the conplaints directly. Sonetines problenms may
arise fromthe fact that sitting on a network's nedica
revi ew board or advisory board nay be enpl oyees of the

dialysis facility or corporation agai nst which a conpl ai nt
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is | odged.

Rel ati onshi ps between state agenci es and PRGs
vary, no doubt, fromstate to state. In Oegon, the health
di vi sion has an excellent working relationship with our PRO
t he Oregon Medical Professional Review Organization, or
OWRO. We've participated in a nunber of cooperative
projects to inprove patient care, and we neet with them at
| east annually. W |ook forward, for exanple, in the next
fiscal year to assisting themin their project of working on
Medi care fraud reduction.

W are also working to establish a simlar
relationship with the Northwest Renal Network and we hope to
be able to acconplish that. W believe that a strong
cooperative rel ationshi p between state agencies, PRGCs, and
net wor ks, recogni zed and supported by HCFA, can be very
effective at inproving health care quality.

Accrediting organi zations have the ability to be a
very effective force in partnership with PRGs and state
agencies. As in the case of the PRGs, their role is very
different from but conplenentary to state agency rol es.

Recogni zing that coll aboration is inportant, state agencies
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and accrediting organi zations such as the Joint Conmm ssion
on Accreditation of Health Care Organizations, have
i ncreased the sharing of information.

|"msure that you're famliar with the recent
report fromthe O fice of the Inspector General describing
t he approach of accrediting organizations as collegial.

This is an inportant and val uabl e approach. Since
accrediting organi zations operate at a national |evel, they
have a uni que opportunity to serve as educators, and they
can share with the providers across the country vari ous best
practices. Because of the prestige accorded to accrediting
organi zati ons, providers nmay be very receptive to
suggestions and recomendati ons nmade by the surveyors during
t hose accreditation surveys.

I n many cases, the accreditation process has
acconpl i shed the goal of inproving the quality of health
care. However, we are concerned about several problens
whi ch are inherent in the process of deened status. First,
there's the disjunctive relationship between the Medicare
regul ations and the accrediting organi zation standards. |'m

not going to use that fruit cliche, but it is Iike two kinds
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of fruit. Conpliance with one does not guarantee conpliance
with the other.

In a hospital program for exanple, HCFA has
recogni zed this and it has nodeled the requirenents in the
proposed revision of the hospital conditions so that they
will be nore like the Joint Comm ssion's standards. The
Joi nt Conm ssion, however, revises its standards on a fairly
frequent basis and the result is that once again the
standards and the federal regulations will be out of sync.

Further, the Joint Commi ssion is not the only
accrediting organi zation for hospitals. The Anmerican
Ost eopat hi ¢ Associ ation al so accredits hospitals and they
have their own standards. W believe that federal
regul ati ons shoul d conprise the fundanental standards with
whi ch providers nust conply and that accrediting standards
shoul d serve in addition to those regul ati ons.

Second, there are problens with, for exanple,
hospital validation surveys. As you' ve heard, HCFA does
sel ect a nunber of | ook-behind, foll ow up surveys and
val i dation surveys are one type. |In that case, hospitals

whi ch have just been accredited or had their accreditation
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survey are inspected by state surveyors who are surveying
for conpliance with the Medicare regul ation and then at sone
point results are evaluated. Surveyors have found, however
that hospital staff are not famliar with the Medicare

regul ations and in sone cases, at least in Oregon, we've
been told that those regulations don't apply to us because
we' re accredited.

The fact is that the findings of the validation
surveys seemto carry little weight. Deficiencies
identified by state surveyors and comruni cated to hospital
adm ni strators, but no plans of correction are required for
t hose deficiencies and standard | evel deficiencies need not
be corrected.

Agai n, we are concerned about the use of deened
status if it is based on the prem se of reduced cost to HCFA
and ultimately to the taxpayers. Reducing the funding for
state agency survey coverage and allow ng accreditation to
substitute for that activity does seemon the surface to
save noney.

However, providers nmust pay for their accrediting

surveys and they also have to pay the cost of the staff who
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spend nonths preparing for that. 1t's our understandi ng
that these expenditures are then listed in annual cost
reports and that part of those costs are reinbursed by HCFA
Si nce accreditation surveys can be considerably nore than
state agency surveys, the end result is that deened status
may actually wind up costing as nmuch, if not nore.

In federal fiscal year 1991, state agencies were
funded to do 100 percent survey coverage of providers, but
since that tinme funds, as you' ve heard from Rachel, have
been reall ocated to support the long termcare survey
program In the last federal fiscal year, survey coverage
| evel for non-long termcare providers other than hone
heal th have been reduced to 10 percent.

VWhat that nmeans is that dialysis facilities, non-
accredited hospitals, anbulatory surgery centers, et cetera,
are surveyed, on average, once every 10 years. There are
plans in the current fiscal year 2000 to increase that a
little bit to 11 percent, and 15 percent for dialysis
facilities, but this is clearly not sufficient.

It's unlikely, for exanple, if we don't show up

very often that the enployees will be at all famliar with
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the Medicare requirenents. VWiile long termcare is very,
very inportant, to increase regulatory oversight in
protection for Medicare beneficiaries in nursing hones at

t he expense, for exanple, of the vulnerable, nmedically
fragile Medicare beneficiaries in dialysis facilities is not
a safe policy. W have found that the nunber of conplaints,
and | woul d say substantiated conplaints, and the nunber of
condition | evel deficiencies has increased significantly
during these years.

Finally, there are other inportant differences
bet ween accrediting organi zati ons and state agencies. State
agencies are local. W neet with the providers to nake them
famliar wth Medicare regulations. W carry out tinely,
on-site conplaint investigations. And our surveys are
essentially unannounced. Backed up by the authority of
statute and regul ati on, we have the power of enforcenent.

For these reasons, we do not recommend extendi ng
deened status to other providers and suppliers. Rather, we
recommend supporting and strengthening the responsibilities
of state agencies, PRGCs, and accrediting organizations. As

in any regul ation, sonme are nore effective than others. The
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regul ations nmust apply equally to all sizes and conplexities
of provider organizations and so they contain m nimm
standards. The exanple | always give is, in Oregon we have
one very rural 12-bed hospital. W also have a very |arge

| evel one trauma hospital in Portland and they both have to
conply to the sane set of regulations. So they have to fit.

Most of the Medicare conditions are very
effective. There are sonme conditions that are very
generally and coul d use nore specificity. For exanple, the
federal regulation for dialysis facilities dealing with
physi cal environnent has very, very specific detailed
requi renents for water quality which it has incorporated
fromthe Association for the Advancenent of Medica
| nstrument ati on.

However, it contains very general |anguage about
prepar edness for nedical energencies, and during surveys in
Oregon this last fiscal year we have found sone facilities
to be woefully unprepared for nedical energencies, including
havi ng enpty oxygen tanks, an energency tray with only
Benadryl on it, a defibrillator where the paddl es were

| ocked up in soneone's office and we were told the reason
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for that is because the staff didn't know how to operate a
defibrillator, and an i nconplete and ineffective systemfor
caring for patients experiencing cardiac arrest.

Now AHFSA, or the Association of Health Facility
Survey Agencies has worked in the past, and continues to
work and be commtted to working with HCFA in technically
advi sory groups to revise regul ations, set policy, and so
forth.

The enforcenent process for non-long termcare is
different than that for long termcare which is quite
sophi sticated. W can cite deficiencies and require plans
of correction, or we can initiate term nation actions.
There are no internedi ate sanctions such as civil penalties
or limting adm ssions. But we haven't taken a position on
whet her nore formal enforcenment needs to occur. Mre
frequent surveys m ght preclude the need for internediate

sancti ons.

Consuners and patients can benefit fromthe survey
and certification process in a nunber of ways. During

Medi care surveys, the surveyors interview patients. In honme
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heal th and hospice, for exanple, the surveyors go into the
patient's home and speak with themprivately at the
concl usion of the delivery of care.

Al so, every state has a toll-free hotline for hone
health patients to call, ask questions, and tal k about their
care. State agencies also receive conplaints frompatients
famlies and other consuners, and that's another way in
whi ch individuals can be heard. W've also invited
consuners in the past, and will continue to do so, to work
with us when we revise the rules, and they have can a voice
at the table.

We have not found issues of privacy and
confidentiality to really create a barrier in the survey
process. There are a couple of federal regulations that set
the foundation for that; one which requires the providers to
make available to the surveyors whatever information they
need to conduct the survey, whether it's nedical record
information, or nedical staff bylaws, or whatever it is.

The federal regulation also preclude the state survey
agencies fromreleasing the identities of individuals.

We do make publicly avail abl e general survey
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information such as the deficiencies that have been cited
and the plans of correction. But identities of individuals
are not publicly rel easabl e.

Finally, in conclusion, the assurance of safe,
high quality health care relies on maintaining a strong,
bal anced process. |If you want to think of that as a three-
| egged stool that would fit, with the state survey agencies
bei ng one leg, the accrediting organi zati ons anot her, and
t he peer review organi zations and the renal networks the
third | eg.

Cinical studies, education, and regulatory
oversi ght are necessary parts of that approach. These three
organi zati ons nust work col |l aboratively and productively in
partnership with each other and with HCFA, and the
Association of Health Facility Survey Agencies strongly
endor ses that phil osophy.

"1l be very happy to answer any questions at the
concl usion of ny coll eague's presentati on.

DR. W LENSKY: Margaret?

M5. VanAMRI NGE: Thank you. Because |I'm speaking

fromthe perspective of the Joint Conm ssion, |let ne just
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mention a nonent of context here. W now accredit nearly
20, 000 organi zations, and they include such health care
entities as hospitals, hone care facilities, nursing hones,

| abor at ori es, hospices, behavioral health organi zations, and
managed care organi zations. So we have a very full range on
our plate.

In terms of deenmed status, however, our deened
status is limted to hospitals, hone care facilities,
| aboratories, anmbulatory surgery centers, and hospices. W
do hope when HCFA conpletes its regul ations for
Medi car e+Choi ce deem ng that we will receive deem ng under
that programas well.

Accreditation has played a significant role in the
survey and certification process since the inception of the
Medi care program In 1965, the governnment viewed private
sector accreditation as the gold standard for hospitals and
i ncorporated the concept of deened status into the Soci al
Security Act, thus allow ng accredited hospitals to be
recogni zed as neeting federal quality of care standards.

Over the years, the statute was expanded to include deem ng

for other types of health care providers that had quality of
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care requirenents or conditions of participation.

However, because of a drafting oversight in the
1980s, end-stage renal disease facilities were overl ooked
when deem ng authority was consolidated in the statute.
Further, it was not envisioned at that tinme that nedi cal
suppliers would have quality of care requirenments for
participation in Medicare, so no deem ng authority was put
forward for DVE and ot her nedical suppliers.

The construct of deenmed status has proved itself
to be a valuable one. | would like to stress, however, that
the deened status franework is one of partnership. It is
not one of delegation of federal authority to the private
sector. Deened status is nost effective when a strong
col | aborative effort exists between the governnent and
private sector partners to reach nmutual quality of care
goal s for Medicare beneficiaries.

Today's public-private deemi ng partnership has a
strong infrastructure and significant potential to be even
better, because it brings different but equally inportant
strengths to the table. The conbi ned product |eads to an

oversight systemthat is better than either partner could
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performal one. Let ne provide a few salient exanples of
this.

The first is inproved standard-setting.
Certification provides the threshold requirenments that each
organi zati on nust neet before it can receive Mdicare
rei nbursenent. Accreditation standards go wel |l beyond
Medi care requirenments because they are optimal achi evabl e
standards. They're also different from Medi care
requi renents because they are focused on performance, not on
i nput s.

Deem ng provi des a nmechani sm by which the Medicare
program can avail itself of the nobst current, professionally
recogni zed, and tested standards of care. This is an
extrenely inportant benefit of deened status because changes
in health care delivery are happeni ng faster than the
ability of HCFA to promulgate current health and safety
requirenents. In contrast to the governnent accreditation
standards are continuously eval uated throughout the year and
are updated annually to keep pace with the provision of
state-of -the-art nedical care.

Furt hernore, new accreditation standards are
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evi dence based. They are field tested to ascertain their
viability, their discernnent capabilities, and their
surveyability.

On the other hand, certification standards often
can reflect very inportant and special public policy
interests for specific federally-funded progranms, such as
special patient rights, or access to care, or access to
certain health information. Private sector accreditors then
have the opportunity to incorporate such requirenents, as
appropriate, into their accreditation prograns and this is a
very good thing.

Second, the deem ng partnership extends the reach
of survey and certification to thousands of additi onal
heal th care organi zations without having to rely upon the
gover nnment appropriation process for nore survey doll ars.
There is a double benefit here because in addition to
hol di ng down taxpayer costs, government recognition of
accreditation also increases the absol ute nunber of
organi zati ons which aspire to standards that go beyond
Medi care's threshold. This is because deened status

recogni tion has been shown to be a very powerful incentive
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A third benefit is the ability of the accreditor
to do provider education and to enpower organi zations to do
continuous quality inprovenent. By contrast, the regul atory
process does not lend itself to an educational role. The
private sector brings to the partnership a cadre of
surveyors who have the know edge, skills, and opportunity to
hel p those providers who need it to understand how t hey
could do better and how to inprove their perfornmance.

It is not sufficient to tell an organization that
it does not neet standards. There nust be specific
recommendati ons for what nust be changed and a cl ear
under st andi ng of how to inprove processes and achi eve better
patient health outcones. Health care organizations viewthe
consultative nature of accreditation as a major asset.

A fourth benefit is the ability of the
partnership to use different |everage points to bring about
change. It does this by using both voluntary and regul atory
incentives. This nmay be anong the nost inportant points
because each type of incentive has its own role in the

oversi ght process. Kathleen has touched on this a bit so |
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won't go into too nmuch detail. But certainly concern over
| osing Medicare certification, and thereby rei nbursenent, is
a very powerful incentive to nmake changes.

The regul atory approach is needed to weed out
t hose organi zations w thout the commtnent or resources to
nmeet threshold requirements. Accreditors can help bring
t hese organizations to light and work with HCFA and the
states to invoke enforcenent. However, we should recognize
that external incentives are generally short-lived ones.
There is evidence that they last only as long as the threat
is visible or that the gun is to the head.

Accreditation capitalizes on the internal
incentives of health care professionals to neet state-of-
the-art professionally recogni zed standards. Because nost
organi zati ons take accreditation very seriously, they make
significant and sustained strides in inprovenment when faced
wi th accreditation recommendations. The net result is a
conti nuous upper inprovenent of the nean perfornmance of
heal th care organi zati ons.

| should also say we're noving in sonme new

di rections over the next couple of years in addition to what
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we have been doing over the last five, which is really

i npl enenti ng our performance-based approach to quality
monitoring. W now have an accreditation process

i mprovenent task force that started about a year ago and has
been | ooking at ways to inprove the survey process, and this
will also be a benefit to Medicare beneficiaries.

We're | ooking at ways to inprove our input from
consuners into that survey process, to do nore random
unannounced surveys, and to redirect the tine that we spend
on site in organizations to nore high yield ways to | ook and
find the kinds of problens that we know are often out there.
| hope that this will prove very fruitful as these
accreditation process inprovenents roll out over the next
year or so.

We are al so announcing the creation of a public
advi sory group which has been in the works for quite sone
time and hopefully they will have their first neeting |ater
this year. That's another way to bring some nore consumner
i nput into our process.

Now Rachel and Kat hl een have both nmentioned the 1G

report sol won't go into the things that we are pursuing
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under the workplan that we have with HCFA to inpl enment many
of the I G reconmmendations. But let ne just say that | think
they are all worthwhile recomendations in that report and
we | ook forward to our work with HCFA on them

But | would like to nention a couple of other
things which | think are worth pursuing in the deened status
relationship. The first is nore enphasis on increased data
sharing. One of the nobst inportant aspects of the deem ng
partnership is the ability to share information about a
provider's history. Pre-survey information about a health
care provider can be a significant tool to help focus the
time spent on site by surveyors.

Over the years there's been sone sharing of
conpl aint data and ot her survey findi ngs between HCFA, the
states, and accreditors. However, this is an area that can
be significantly inproved by nore systematic assenbly of
data and exchange of this information on a facility-specific
basi s.

A very specific recommendation here is for the
data sharing of OASIS information. Rachel nentioned that

QASIS information will soon becone a very inportant part of
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the survey and certification program The Joint Comm ssion
hopes that the sanme OASIS information will be made avail abl e
to accreditors so that as part of our deemi ng rel ationship
for hone health agencies we can avail ourselves of the sane
very inportant continuous streamof facility-specific

i nformati on.

This is an area, however, where concerns over
patient confidentiality could prove to be a barrier, and we
do not think it should be a barrier for several reasons.

One, the Joint Comm ssion has a |long history of protecting
patient-identifiable information. And secondly, systens can
be put in place to make sure that information about specific
i ndividuals is de-identified.

Another area that | think is very inportant is to
expand the statutory authority for the use of deemng to
ot her providers and the suppliers such as ESRD facilities
and DVE suppliers. W also believe that there should be an
increase in the budget for survey and certification to
permt a nore frequent survey cycle for non-long termcare
provi ders of care that are not accredited. W have nade

this point over the last three or four years, but we do
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bel i eve that Medi care beneficiaries that are receiving high
risk services in non-accredited hospitals, surgery centers,
and end-stage renal disease facilities, and they are not
receiving the |l evel of oversight in the survey and
certification process that they shoul d.

Another area that | think is inportant is to help
accreditors in their quest to pronote error reduction
strategies in health care organizations in a penalty-free
environnent. Health care is a conplex enterprise. It is
hi ghly dependent on human i nterventions and interactions.
More information is needed about what goes wong and why,
and accreditors do have the ability to hel p organi zations
make the system changes that are needed when probl ens occur.

Lastly, we believe that increased public
accountability is inportant and we think that there can be
sone better |inkages between HCFA web sites and Joint
Comm ssion performance reports that are currently on the
web. W have information about the perfornmance of
individually accredited facilities; that's nearly 20, 000
organi zations. W look forward to ways to link with HCFA so

t hat Medi care beneficiaries have nore easy access to this
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i nformation.

Let nme close in tal king about the PRGs for a
nmoment because | think PROs are a very inportant part of the
oversight fabric. They' ve already been nentioned quite
extensively by Kathleen so I'Il just highlight a couple of
points that relate to how accreditors are working with the
PRGs.

W now work with themin several ways. First, the
Joi nt Conm ssi on supports the appropriate use by hospitals
of PRO studies. Credible data collection and anal ysis by
PROCs can formthe basis of quality inprovenent initiatives
that neet certain of the Joint Comm ssion's accreditation
standards for performance inprovenent.

Second, accreditors and PRGs col |l aborate in the
area of data-driven performance neasurenent. |In 1997, the
Joi nt Conmi ssion | aunched ORICS requirenents for accredited
organi zation. Under ORICS accredited organi zati ons nust
report neasurenent data on a quarterly basis. These data
can then be used for conparisons for other organizations and
wi thin the sane organi zati on over tinmne.

Data integrity and standardi zation of data are key
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el ements to the success of ORICS. To this end, a nunber of
PRCs have chosen to becone perfornmance nmeasurenent systens
listed with the Joint Comm ssion as having the ability to
collect and report ORICS data for hospitals.

Anot her area of collaboration is the devel opnent
of measures thenselves. The Joint Conmission is in the
process of devel oping core neasures for accredited hospitals
and we have recently fornmed a nunber of expert panels for
sel ected nedical conditions. W are very pleased to have
experts fromseveral PRCs sitting on our core measurenent
panels. Further, when there is the overlap of interest we
hope to use actual neasures fromthe PROs sixth scope of
wor k. The di al ogue we've had with PROCs on core neasurenent
has been extrenely fruitful and we think this has been a
very positive devel opnent.

Lastly, to the extent PRGCs becone involved with
error reduction strategies, there should be coordination and
data sharing with accreditors perform ng the sane role.

In sum there are many actors in the quality
measur enent i nprovenent arena. The good news is that there

is nore than enough roomfor each to contribute greatly to
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quality nonitoring. Unfortunately, there's also the risk of
unnecessary duplication of efforts and the possibility of

| ost opportunity to devel op synergi es between the parties.
W're entering an era that calls for increased coll aboration
and we hope that we can do our part to hel p weave that
better fabric with the states, with PRGs, with HCFA and al
others that are interested in quality oversight.

Thank you.

DR. WLENSKY: Thank you. |I'mgoing to open it up
to the comm ssioners to either talk in general or comrent in
general about these issues, or to ask any of the three
presenters specifically about issues they'd |ike to pursue.

DR. NEWHOUSE: This is specifically for Margaret,
but any of the others, happy for you to address it. You
mentioned as a priority the need for error reduction. [|I'm
wonderi ng about two sonewhat separate issues. One, could
you el aborate a bit on the institutional mechani smyou see
for reporting in a penalty-free environnent? How would you
do that?

Secondly, you nentioned an exchange of data,

particularly on OASIS. But |I'mwondering, if you set up a
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mechani smthat there was reporting of errors and there was
kind of a freewheeling data exchange, do you see that that
woul d al so conme back to HCFA and the state agencies? |f so,
woul d people be then reluctant to report?

M5. VanAMRI NGE: Let ne take maybe your |ast piece
first, because | think there is reluctance to report now.
We're seeing that all over

The Joint Commi ssion started the issue of error
reduction back in about 1995 or '96, and we put forward a
sentinel event policy at that tinme, which has changed
substantially over the years. But what it has basically
said is the structure is that we want to have information
about when errors occur because if we don't have that
information then we can't be sure that there have been the
necessary anal yses of problens conpleted and that there have
been appropriate interventions nade to nmake sure that those
errors do not occur again.

We believe that there needs to be sonme change in
federal law in order to have a nore penalty-free
environment. At this tinme there's a patchwork of state | aws

that deal with peer review and error reporting. This has



10

11

12

13

14

15

16

17

18

19

20

21

44

made it very difficult for the Joint Conmm ssion to have any
centralized data repository on errors other than from states
whi ch have |l aws that are conpatible wth our error reduction
policy. Let me give you an exanpl e.

In states where reporting an error to the Joint
Comm ssi on woul d nmean that the peer review statute has
essentially |l essened its coverage for that organization
because it has shared the information with the accreditor,
it can nean in a state that that information is now
avai l abl e to anyone who wants that. So it has essentially
pierced the veil of that confidentiality. So in those
states we're not receiving information.

However, our policy does state that when there's
an error in those states that occurs, those organizations
must do sonet hi ng about that sentinel event. Wen we go on
site we will reviewtheir error collection policies and
their root cause anal yses that they are mandated to do by
use for those sentinel events and nake sure that they have
actually inplenented the changes that we want to have take
place. But until there's some kind of federal statute that

has a confidentiality provision for the root cause anal ysis
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we W ll not see the kind of error reporting that we'd |ike
to see nationally.

Now | think there's another piece to your question
about sharing that data with regulators. Currently, we
share any information with HCFA that they would like to
have, but that information is also protected from
redi scl osure by the Medicare statute. | think there are
i ssues there about what that redisclosure would be that
woul d have to be | ooked at in any kind of infrastructure for
dat a shari ng.

But obviously, we are all for information
collection. W believe that HCFA has a very inportant role
to play here and we woul d support, as nuch as possible, a
national scheme for error reporting that does this in a
penal ty-free environnent but also, |I would say pronote and
mandat e the root cause anal yses being conpl eted and
avai |l abl e for accreditors to review

DR. NEWHOUSE: Wen you say a penalty-free
envi ronment, what would that mean institutionally? I
understand it would be -- to what agency -- would this be an

exi sting agency, or would it be a new agency?
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M5. VanAMRINGE: We're only looking at it in the
context of accreditors, because we'd like to see information
reported to us so that we could do sone oversight processes.
| believe others are looking at it in terns of sonme kind of
a national program such as the | OM has been eval uating
whet her there should be sone kind of another repository for
that information. That is something which I think is beyond
our particular province. As | said, there are nmany
stakeholders in this and to the extent that information is
shared wi t hout conprom sing the root cause anal yses, we
woul d support that.

DR. MYERS: Perhaps Rachel Bl ock could address a
coupl e issues |'ve been concerned about. One of the
sticking points that always exi st between those who regul ate
and those who are regulated are things |like staffing ratios.
| believe, and |I'm not sure whether it was for SNF
facilities or for others that in California recently a state
| aw was passed that nandated specific staffing ratios. HCFA
has tal ked for years about advancing quality and doi ng
things differently, and so on and so forth, but |'ve never

really heard HCFA declare itself on the issue of staffing
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rati os. Has that changed?

M5. BLOCK: The only place that |I'm aware that our
current standards address staffing at all is on the nursing
home side, and there are sone fairly broad requirenents
about the adequacy of staffing. W are currently in the
process of conpleting another leg in a rather extensive
study in which we will be docunenting whether we can draw a
concl usi on about staffing |evels and the adequacy of
staffing to the quality of care provided in nursing hones.
Then fromthat | think we expect that we, the Congress, and
the public wll have an opportunity to discuss, based on
t hose concl usi ons, what kinds of policies and other issues
shoul d play out once we have that study conpl eted.

So I"'mnot today going to reveal a new HCFA
position on that, but | do think that the study is going to
be an inportant contribution to answering sone of the
gquestions that people have. But it wll be specific to
nursing homes. And I'mnot aware of -- and I'mgoing to
| ook to ny coll eagues -- that we have specific standards
regarding staffing in other areas that go to the anmounts or

| evel s of staffing. There many out in the community who are
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very interested in that topic though.

DR. MYERS: If | could have a follow up question?
HCFA has for years also, with respect to the hospital side,
seened very confortable, at |least outwardly, w th deened
status. Yet for the nursing home side that's never been the
case. Wiy is that?

MS. BLOCK: There nay actually be conm ssioners
here who coul d speak to that even better than | could
because the | ast debate about deenmed status occurred before
| became involved in these issues. But | think that,
fundanental ly, the issue of the public accountability for
care in nursing homes, the broad mandate that HCFA has to
ensure quality for all nursing honme residents independent,
as | nentioned before, of whether they are receiving paynent
under Medicare or Medicaid, and the nature of the issues in
nursi ng homes have led to a policy conclusion, at least to
date, that deem ng was not an appropriate nmechanismto use
for nursing homes. That a regul atory approach was the way
t hat we woul d go.

But 1'mnot really in a position, Wody, to

address the entire history of that. W published a report
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to Congress |last year which is literally this high
[indicating] that addressed very extensive analysis of
accrediting issues and |I'd be happy to get you a copy of
that if you would like to look at it.

DR MYERS: |1'Ill take the executive summary.

M5. BLOCK: We could do that.

DR. LAVE: It's ny understanding that, because |
was on the conmi ssion, the 1OM the nursing hone quality
comm ssion was that actually HCFA had proposed deened st atus
for nursing homes and that it was the advocacy groups that
were extraordinarily concerned in fact that it not have
deened status and that it be subject to state regul ation.

So HCFA did propose, but this was during the Reagan

adm ni stration and the advocacy groups, | believe it was
they who forced the 1OM conm ttee which then set the stage
for the next set of regulations.

DR. RONE: As soneone who seens to at |east one
day a week have the opportunity to wel cone sone inspectors
or regulators to our institution for sonme period, and | have
had a fair amount of experience over time with a variety of

approaches. And | think | speak for ny coll eagues as well
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that the changes in the approach and the content and the
style of the Joint Comm ssion, their interaction with us
over the last several years have been renarkabl e;
exceptionally positive.

By that | don't nmean to inply that they' re any
easier on us at all. | think we're working harder now t han
we were before but we're getting a lot nore out of it. 1've
had the unusual occurrence of having a sentinel event occur
in the mddle of a Joint Comm ssion survey, and it's just
like all the alarnms go off at once. Even the head of the
survey when this was brought to his attention said, oh, ny
goodness. But they are able to work with us and | think
it's very inpressive and very hel pful.

My question, Margaret. You didn't nention, when
you were tal king about matters arising, if you wll, you
didn't nmention your efforts to accredit networks or systens.
| think that with respect to the Medicare programand to the
evolution in health care that's probably an increasing area
of interest to HCFA and certainly to providers. Wuld you
like to say a few words about that?

MS. VanAMRI NGE: Sure. Thank you. | did not
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focus on them because ny thought was that you were nore
interested on the fee-for-service side. But we are very

pl eased with our network accreditation program because it is
very unique fromtwo perspectives. First, our accreditation
standards in nmanaged care can enconpass any type of nanaged
care delivery. So we can do PPGCs, integrated delivery
systens, and HMVCs.

We have found, secondly, that these standards have
done a great deal to help bring the integration of services
together. \When we | ook at a network we're finding that one
of the challenges that is out there is to make sure that
services can be coordinated, can interdigitate, and that the
hand-offs that occur in health care can be done in a way
that actually maxi m zes patient outcones.

So we're very proud of those standards and we
think that this will go a long way, | think, in bringing
quality of care outconmes to a greater place in the managed
care arena. Qur accreditation programon this side is
growng. W are growing very rapidly, and we're finding
that there's greater interest nowin provider health care

systens being accredited as a network nore and nore.
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MR. MacBAIN. | think in listening to your remarks
conbined | heard you describing two different processes, one
which | think of as quality assurance which is really a
regul atory binary process that determ nes whether a given
institution is either above or bel ow sone m ni num st andar d.
That it reflects a regulatory concern with achieving sone
m ni mum | evel of space. And a quality inprovenment process
that is the direction that accreditation is noving in that
is nore collegial, focused on process and inprovenent; a
nore continuous rel ationship.

| think particularly in Kathleen's remarks | heard
sone skeptici sm about whet her both of those can be achi eved
wi thin the sane agency. | wonder if you' d care to el aborate
nore on that.

M5. SMAIL: | think the point that | was making
was not that quality inprovenent and quality assurance as in
regul ati on woul d necessarily be in the same organi zati on.
think that the organizations that are out there need to work
together. | think there are very different roles, but I

think they dovetail very well. There is, of course, sone
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blurring of |ines.

For exanple, we don't have in Oregon a requirenent
that -- and | don't think there's a federal requirenent --
that says that providers have to report sentinel events to
us. But in sone cases we've had that happen, and in
particul ar one hospital we did require that after a major
probl em occurred twice. W have found that that's hel pfu
for the provider because then they report to us not just
what happened but what steps they've taken to prevent it
f rom happeni ng agai n.

But primarily, the outcones don't fall in our
purview. For one thing, state survey agencies don't have
the ability to hire individuals who are in current clinical
practice to review things. So we don't have that experti se.
W rely on the PROs, for exanple, the networks, and the
Joi nt Conmi ssion for that.

M5. VanAMRINGE: | think you're right, it is very
hard to have both of those qualities in a single
organi zation. Although | would say fromthe accreditation
st andpoi nt, we should be able to recognize when there isn't

basic quality assurance goi ng on.
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| think that it is the strength of the partnership
that allows for both quality inprovenent and quality
assurance to occur. It's not that either of our
organi zations should be all things to all people. | believe
that we've had such a strong partnership with the state
survey agenci es and HCFA that we've been able to acconplish
both and each play to our own strengths very, very well.

DR. KEMPER: | guess just to follow up on that, |
guess | wanted to ask Rachel. You had tal ked about, if |
understood it right, trying to nake the survey and
certification activities nost distinct fromthe quality
i nprovenent activities. | wanted to understand what was
behi nd that because it seens to ne the whole structure side
of the health care delivery is just one piece of a quality
i nprovenent effort and the quality nonitoring information
could help target efforts to | ook at whether the stop sign
is there or not, and whether the basic quality is being
provi ded.

So | just wanted to understand why you were noving
to separate those, nake them nore distinct, rather than to

integrate themas part of an overall quality inprovenent.
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M5. BLOCK: | think it wasn't so nuch to inply
that we were attenpting to segregate the activities so nuch
as that we felt it was inportant, and | think that the IG
report on hospitals particularly highlighted this in fact as
one of the nost prom nent issues. That the first step is be
cl ear about which hat you're wearing, which function you are
attenpting to conduct. If it is under the rubric of quality
i nprovenent in the penalty-free environnment, or is this a
regul atory quality assurance focused activity? It touches
on a part of what Joe's question was earlier and it is
inplicit in a couple of the other questions that we've had.

| think that we view quality inprovenent as an
extrenely inportant part of the overall fabric, that in
defining the new PRO scope of work that Margaret touched on
and I'msure Jeff will talk about at nuch greater |ength, we
really tried to nake the vision of the peer review program
nore explicit in terns of the quality inprovenent function

But that there is still a regulatory conponent to
the overall systemand that we need to be clear when we are
in fact utilizing or discharging our regulatory

responsibilities, and that in fact while we woul d hope that
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quality inprovenent woul d be successful in addressing many
of the problens in terns of care delivery, it may not be the
answer for all problens. And that the | aw does prescribe or
provide the ability to inpose other kinds of penalties to
address conduct or activities by providers that really fal
bel ow, explicitly below, the standard that we shoul d expect.

So | agree with the comments of ny co-panelists in
terms of these need to be conplenentary activities, but ny
comment was intended to highlight the fact that in order to
be conpl enentary you al so need to be cl ear about which is
whi ch.

DR. KEMPER: | guess ny second question has to do
with the frequency of surveys, and you nentioned that in
sone cases it was once every 10 years. | know on the
nursi ng hone side you nake sone effort to target visits on
facilities where there's nore likely to be a problemin. To
what extent do you do that across the board and actually
target the use of those survey resources?

M5. BLOCK: By law, nursing homes have to be
surveyed annual ly, and the budget essentially drives the

frequency of the surveys in other provider types. Over
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time, as you |l ook through the list, you would see that with
home health we've gone anywhere froma one to a three-year
cycle. For non-accredited hospitals we survey nore than we
do the accredited hospitals because that is viewed as nore
of an oversight activity. So part of it is based on the
accrediting context, which is an inportant part of the total
fabric, part of it is budget driven, part of it is based on
the sensitivity, if you will, of the kinds of health care

i ssues or the risk of the population that's being served in
a particular provider type.

One of the areas where | think we hope to target
addi ti onal resources in our upcom ng budget is to the
dialysis facilities where we have had probl ens neeting what
we think is a reasonabl e survey cycle. But again, these are
national or aggregate averages that we seek and at the state
this could vary widely. | think it is also inportant to
note that while these are the funds that the Medicare
program provides for its purposes, that states in fact
commt significant state resources that conpl enent those
activities as well. So it's part of the overall system even

though it isn't comng directly through the Medicare door
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M5. RAPHAEL: | just wanted to follow up. Wat
percent of HCFA's budget goes to the kind of quality
assurance activities that you describe? |s there any way to
gi ve us sone gauge of that?

M5. BLOCK: | couldn't tell you percent-w se. |
woul d really have to go back, because I'd want to try to

capture the full scope between the PRO budget, our budget

for survey and cert and so forth. | just don't know the
ot her budgets well enough. | do know that our target for FY
2000 just for survey and cert related activity -- this would

not include HCFA' s adm nistrative expense associated with
the direct activities that we perform but rather the
dollars that actually go to states for the purposes that
we' ve been talking about is a little over $200 mlli on.

DR. W LENSKY: Rachel, maybe you could -- and
Kathleen, 1'Il let you respond in a mnute to the previous
coment. Maybe you coul d ask soneone to put that
i nformation together so we could circulate it to the
comm ssioners. If that's an issue, tell ne who we should
ask. If that's a problemfor you to do the request, tell ne

and we' Il make the request otherw se.
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M5. BLOCK: | can certainly pass the request al ong
and nmake sure that it's net.

DR. W LENSKY: Thank you

MR. SHEA: And if we could get the information
over tinme | think it would be helpful. How does it conpare
to eight or 10 years ago.

DR. ROAE: And expressing it as a fraction of the
anount spent on fraud and abuse.

M5. RAPHAEL: And do that over tine.

[ Laught er. ]

MR, SHEA: But it's also worth noting in that sane
respect how nmuch noney has been saved through this
aggressive fraud and abuse program

DR. W LENSKY: Kat hl een, you wanted to comment to
Peter's question?

M5. SMAIL: Yes, | wanted to foll ow up on Rachel's
comments in response to Dr. Kenper. State survey agencies,
in planning which surveys they're going to do if they're not
doing long termcare, for exanple, or honme health, which
have prescribed frequencies, take into account a nunber of

things. First of all, conplaint histories on the part of
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the provider. Secondly, the length of tine it's been since
a previous survey. A lot of this is cerebral, you know,
j udgnental, but whether there have been a nunber of
adm ni strative changes or change of ownership. Those
factors are all taken into consideration by the state survey
agenci es.

| should point out one difference in Oregon is
that, | believe that -- | could be wong on this but I
believe there is a federal regulation that precludes
accrediting organi zations fromhaving to share their survey
findings with state agencies, and sone states may have their
own state level. 1In Oregon, for exanple, for state
i censure purposes we can use deened status for hospitals,
but in order for hospitals to achieve deened status for
i censure purposes they nmust send us their nost recent
accreditation report. So we have that on file and that's
publicly disclosable.

DR. KEMPER: Do you think there's opportunity for
inproving that targeting? The IRSis pretty good at
deci ding who to audit based on --

M5. SMAI L: | think HCFA' s i ncreased use of data
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systens, such as the QASIS which is for honme health, is
going to focus on that and | think that will be hel pful.

DR. WAKEFI ELD: A comment and then a question, and
the question for any or all three of you. The comment |'d
like to make actually follows up on the point that Wody was
making earlier, and I would have raised the sane |ine of
concern around issues of staffing, in part because there's a
very large risk managenent conpany that | do a little bit of
work with that in its ongoing study of professional
liability lawsuits, recently that ongoing study has reveal ed
for this large conpany issues relating to nursing practice
specifically and nursing practice patterns contributing to
adverse patient outcones. They tied those in their review
of their own data fromtheir hospitals, they tied that to
primarily issues around the failure of nurses to adequately
nmoni t or and assess changi ng patient status.

So | think this is a real concern and probably
speaks at l|least in part, one would guess, to sone of the
reorgani zation, reengineering, changes in staffing that
m ght be occurring in sonme of those facilities. But the

jury is still out in terns of what m ght be driving this.
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What's clear is there's sone liability clainms related to
this area of practice that they hadn't seen historically.
So that's just a foll owup conment.

My question, fromyour three different vantage
points -- and now speaking to rural issues -- do you hear
di fferent kinds of concerns expressed by rural facilities,
rural providers that are being surveyed, certified,
accredited, different concerns expressed fromrural versus
urban facilities related to, for exanple, cost burden for
participating in accreditation and survey? That is the cost
burden of data collection and use of resources.

Do you heard different kinds of concerns expressed
by rural facilities that mght relate to the need for, for
exanpl e, a common set of rural standards that are rel evant
to rural providers across the board, standards that m ght be
sensitive to maybe nore of a rural context rather than an
urban context? Are you queried nmuch by rural providers
al ong those |ines?

For exanpl e, Kathl een, you nmade one comrent about,
| think it was the expectation that your 12-bed hospital is

expected to neet sone sane standards that that |evel one
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trauma center was expected to neet. I|I'mnot pitching this
guestion to suggest that there should be sone second tier
set of standards that are not as good as what's being
applied to urban facilities, for exanple. |'mjust saying,
are sonme of the rural facilities comng to you and sayi ng,
we have a different context? Frontier health care | ooks a
little bit different than Johns Hopkins health care, and
maybe what they're being accredited on or surveyed on are
gquestions that they mght feel are not quite as relevant to
the types of practice they engage in.

So overarching question, do you hear different
concerns express to you fromrural versus urban facilities?

DR. WLENSKY: 1'mgoing to ask you to have very
brief answers. W have two nore people to question and |
want to get on to our next session.

DR. WAKEFI ELD: It was a long lead-in; is that
what you're saying, Gil?

DR. WLENSKY: It was a long lead-in

M5. SMAIL: So ny answer should just be yes?

[ Laught er. ]

DR. WAKEFI ELD: No, |'d appreciate a little bit
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M5. SMAIL: W do have different concerns
presented to us. On the one hand, nost of the -- in Oegon,
t he non-accredited hospitals are rural, and the urban
hospitals are accredited. | don't know of one in an urban
| ocation that isn't accredited. | think that rural
hospitals face challenges in terns of staffing, not only
nursing staffing but physician staffing. That small town
that has the 12-bed hospital wth the 39-or-whatever-bed
long termcare facility attached that probably supports it,
has had chall enges at finding nore than one physician. So
it's problenmatic.

| think they al so have sone problens in terns of
rei nbursenent. | amvery weak on rei nbursenent because
don't know that much about it, but it seens to ne that
teaching hospitals m ght get a better reinbursenent rate,
for exanple, than a rural hospital. At the sane tine, they
have a great deal of comrunity support and in many cases are
district hospitals. So there are different concerns.

| think HCFA has -- there's a new program the

critical access care hospital. In Oregon, it's just getting
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off the ground. W' ve revised our licensing rules, so we're
wor ki ng on that.

DR. W LENSKY: Margaret?

M5. VanAMRI NGE: The answer is yes, again. W
have a small rural task force which | ooks at these issues.
Qur task force on small and rural hospitals speaks to these
i ssues very frequently, and I think I'd like to nention two
specific areas. One is, we also believe that there should
not be two | evels of standards of care. So we have one set
of performance neasures, but we have survey protocols that
differ for rural hospitals. That allows the flexibility to
nmeet the standards through different mechani sns.

Also, | would say that while all hospitals are
concerned with cost, the biggest issue there is whether or
not the investnent that's nmade on data collection activities
will actually have a pay-off. Because if you are collecting
on neasures that you only have one, two, maybe three
patients in that particular area, that doesn't seemworth
the noney. So the issue is howto cone up with the matrix
for the small hospitals where the investnment will really pay

off, and that's what we're | ooking at now.
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DR. LAVE: | have two questions, one of which is
this relationship between deened status and accreditation.
| sensed a slight difference between Kathl een and Margar et
on this issue. | guess the other thing is whether or not we
could tal k about that a little nore.

The other thing is that |I'm puzzled about what it
means to be deened status. | know it neans that | neet the
qualifications. But then |I thought it also nmeant that |
didn't get surveyed so nuch. So | thought that there was --
and then you told ne that you did survey them

So that's when | got a little confused about, if |
am deened, what functions HCFA doesn't do, and whet her or
not this is sonething, deenmed and accreditation i s sonething
that we should think about at all. Particularly I noted the
tension around things |ike home health agencies and the ESRD
and the kidney dialysis facilities. So I'd like just to
have a little nore thought on the deened status issue.

The second question is somewhat different and that
is whether or not this issue of other penalties is sonething
that ought to be discussed or whether or not it's a

reasonable thing to consider. | know that during the
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nursi ng honme debate that there was a | ot of concern that you
could either kill somebody -- to penalize -- that the
instrunments that you had at your disposal were so harsh that
you weren't likely --

DR. WLENSKY: It was the atom bonb strategy.

DR LAVE: It was the atom bonb strategy. And
what you're telling nme is that that really is what is |eft
is the atom bonb strategy. And whether or not in fact these
ot her kinds of incentives, shall we say, to encourage people
to come into line to nake sense to think about in today's
envi ronnment of continuous quality inprovenent.

M5. VanAMRINGE: |'m not sure what Kathl een neant
because | had that sanme question actually about the
di fference between expandi ng deened status and support of
accreditation, so maybe 1'll let Kathleen talk about that.
| do believe that there needs to be a variety of penalties
in the system because people respond to different things,
and different issues are nore anmenable to remedying with
different incentives.

Qobvi ously, the neat ax approach is very fruitful

if a provider does not want to do what's necessary to change
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at all, and that's where you cut themout of the system
But ot her organi zations need tine to grow, and if they're
moving in the right direction, then there should be
incentives for themto do that; penalties perhaps |ess
severe if they don't make their progress points as expected.

But allowing themto stay in the program all ows
sonmeone to nonitor them \When you take people totally out
of the program then no one is |looking at themat all.

DR. LAVE: | think the concern also is that
because the penalties are so harsh you' re not going to
i npose them So | nean, there is that.

M5. VanAMRI NGE: That's right.

DR. WLENSKY: Rachel or Kathleen, did you want to
coment ?

MS. BLOCK: Just on the penalty issue.
certainly didn't nmean to inply that the regulatory system
meant that the only option was an atom bonb strategy. 1In
fact, for nursing honmes in particular there is a fairly
broad array of options in ternms of the types of penalties
that are avail able. You probably know that the survey

results and deficiencies are arrayed according to a grid
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whi ch attenpts to capture the severity and the scope of the
probl ens so that the penalties are in fact geared to those
I Ssues.

In addition, within the broad tools that are
avai l able, there is latitude in terms of the actual anounts
in the case of fines, or the duration in terns of nunber of
days or nunber of patients to whomthe penalties can apply.
Utimately, there is the option to term nate the provider.

It is used very infrequently.

So | wanted to enphasize that we view the penalty
system for nursing hones in particular as operating really a
broad array --

DR. LAVE: No, the question is whether that should
be applied to the other providers. That was the question,
whet her or not in fact that the limted set of options for
provi ders ot her than nursing hones..

DR. WLENSKY: If you would Iike to get back to us
onit that -- there may also be a legislative issue with
regard to that.

| had a question | wanted to ask. | think it's

primarily directed toward Kat hl een and Rachel, and then I'd
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like to go to our next session.

| have heard from people who are providing
servi ces, because they tend to conme bend ny ear as MedPAC
chair that, particularly in the nursing home area but not
exclusively in the nursing hone area, a frustration on the
part of the multiple levels of certification and survey.
When Jack said he has the pleasure of about once a week
wel com ng sonebody in who's doing an inspection or survey of
sone sort --

It has seened to ne that this inposes not only
burdens on the providers, but therefore, the use of
resources in ways that are not directly related to patient
care, and perhaps not the best use of services. | didn't
know whet her there was any thought being given to try to
have nore in the way of consolidated reviews go on

Agai n, the sense | had was perhaps because of
differences in state regulatory structures versus what HCFA
was requiring, or because of the distant relationship
bet ween what HCFA does and the contracts it has with the
health survey and cert groups at the state |level who then

have sone discretion at |east as long as they neet HCFA's
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direct requirenents, that you get cascadi ng |evels of
i nspection and regulatory structures which seemto take an
added cost, at least as it's been explained to ne.

| don't know whether this is an issue that has
troubl ed HCFA or the states or the surveyors, but it strikes
me as one that, to the extent there is legitimacy to this
issue, is in atime when we're trying to reduce spending
because of reduced Medicare rei nbursenents, may wel |l be
diverting resources in ways that aren't particularly hel pful
to inproving patient outcones. | wondered whether you'd
comment on that.

M5. SMAIL: | just want to state briefly that the
states recogni ze that and we've nmade a suggestion, for
exanpl e, for conserving of resources and to inprove the
validity of the validation surveys that one option m ght be
to have that state agency survey occur sinultaneously with
t he Joint Conm ssion survey, for exanple, in a hospital. |
shoul d point out that validation surveys have occurred
traditionally at about 5 percent. So in Oregon, for
exanpl e, that neans two surveys a year. So that's not a

huge nunber; very snall
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Secondly, we do --

DR. WLENSKY: Is that for the hospitals only or
is that also for nursing hones?

M5. SMAIL: Nursing hones, | don't believe have
been gi ven deened status, and this is for providers which
have deened status. There's a difference between --
hospitals that are accredited all have deened status. Hone
heal th agencies and others that are accredited have to
request deened status. So there may be sone that are
accredited that are al so getting surveys.

But we've nmade a strong effort in Oregon, and |I'm
sure other states have, to coordinate survey efforts,

i nspection efforts, and in sone cases, aside from
coordinating, to accept others inspection reports wthout
duplicating them A low |evel exanple would be, when we do
a hospital survey we | ook to see when the county sanitarian
was there to inspect the kitchen and if it was within a
certain recent period we accept that report rather than
duplicating it.

M5. BLOCK: W really conmt fairly limted

resources actually to the oversight surveys, | ook-behind
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surveys, the validation surveys. To the extent that they
occur on the nursing hone side, what we're doing is we're
eval uating the states performance of the survey. In those

i nstances where we're tal king about accredited providers, we
generally are validating the survey results as well as
assessing the performance of the accrediting body in
conducting the survey.

But particularly with nursing honmes, we're
primarily focusing on validating the states performance of
the survey as opposed to the provider. And the actual
presence of federal surveyors in general a pretty m ninal
one. So | would like to know a little bit nmore if there
were specific exanples of where those additional |ayers were
occurring, because at least in terns of the data that | know
about what federal surveyors do, that is not a concern that
| have heard. |If anything, |I think we've heard nore the
opposite, that we aren't out enough.

DR. RONE: Have you heard from hospital s that
you' re not surveying enough? | just want to nake sure.

M5. BLOCK: | wasn't referring to a particular

provi der sector so nuch as the overall observation that we
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need to devote nore resources to those kinds of activities.

MR. SHEA: Gail, | wanted to foll ow up on your
guestion by just making the coment that | think this is a
big issue just as it is an issue in a lot of the things that
we talk about in terns of recommendations that we m ght
make. But as exanple of what | think is just an inbal ance
that is at the heart of this whole situation, fromthe
consuner side there are |ots of people who argue, we're not
getting nearly enough assurance that what's going on in
these facilities is even neeting m ni mum st andar ds.

So on the one hand you have the providers saying,
we're just spending lots of resources on it. And on the
ot her hand, the consuner is saying, we're not getting out of
this what we think we need at a mnimum So just a conment
on that.

And a second one is that, in addition to the
burden | think there's another one which is information
di sclosure. Particularly as you get electronic transm ssion
as the Joint Comm ssion is getting into, providers are very
concerned about putting information out there in terns of

their own financial or business viability. Yet there's just
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going to be growing -- there is grow ng demand now and it's
going to grow even faster as some information becones
avai | abl e, to make avail able nuch, nuch nore of this.

This has been a debate for a while, but just | ook
at the Internet activity that's going on now and think about
what's going to happen when the access to the Internet
services not only gets broader but gets nore sophisticated
fromthe consuner point of view The idea that the Joint
Comm ssion has all this data that's being sent quarterly on
per f ormance neasures, there's going to be enornous pressure
to say, fine, we want to see that data too, and not
uni dentified data.

DR. WLENSKY: | want to be clear. | was not
suggesting a lack of effort in terns of doing quality
assurance and quality inprovenent. But what | was
respondi ng to, what had been raised to me was overl appi ng,
duplicative, and sonetines contradictory requirenents that
occurred for a given institution, which I don't think is
particularly hel pful either for the patient or for the nore
efficient use of resources.

MR. SHEA: | think there would probably be broad
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agreenent on that, but | was just saying that there's
anot her tension here that was surfacing.

DR RONE: Can | respond to Gerry?

DR W LENSKY: Yes.

DR. RONE: Cerry, | agree with what you' re saying
in general except with your assessnent of the appetite for
this information. W have been surprised -- in New York
there's a | ot of publication about nortality rates and
norbidity rates for cardi ovascul ar procedures in the
newspapers every year, and we have been surprised at the
relative lack of interest and the |ack of an inpact of those
data on referral patterns, patient interest in comng to
various physicians. It's alnost had no -- it has inpacted
behavi or of hospitals to inprove because they want to rank
better.

One of ny faculty, Bruce Vladeck, told ne that
when he was at HCFA --

MR. SHEA: Just picking a faculty nmenber at
random

[ Laught er. ]

DR ROAE: Right. He told ne that when he was at



10

11

12

13

14

15

16

17

18

19

20

21

77

HCFA and he decided not to publish the hospital nortality
rate national data that he received about 500 |etters about
t hat, adverse comments about that, three of which were from
non-nmedi a representatives, and the rest were all fromthe
media. It seens as if, at least so far and it may with the
Internet it's going to change, and | think it would be good.
But so far the appetite anongst individuals and their
capacity to change their care behavi or based on this

i nformati on has been surprisingly light.

MR. SHEA: Al though sone of us think that's not a
| ack of appetite as nmuch as it is the useful ness of the
information. | think consuners have judged this to be not
that relevant to them or not anything that they can
actually use to change their care patterns.

DR. RONE: | nean, the place with the worst
nortality rate in New York City for cardiac surgery stil
has the biggest programand |ots of patients. You would
think year after year they'd look at it and they' d say, |
don't want to go there any nore. But it doesn't seemto
have an i npact.

DR. W LENSKY: Although it's not clear that having



10

11

12

13

14

15

16

17

18

19

20

21

78

the nmedi a being the ones that were responding to this |oss
of data didn't nmean that people who rely on the nmedia with
regard to translation didn't in fact --

DR. RONE: Absolutely.

DR. W LENSKY: They were registering their |oss or
| ack of information in a different way.

DR. ROAE: That's right.

DR. WLENSKY: | think | would prefer to go on
Maybe we could get to a --

M5. BLOCK: Could I just make two very quick
foll owup coments though? On your issue regarding
duplication of effort. Margaret nentioned the workpl an that
we're actually working with the JCAHO on about how to
strengthen and clarify our respective roles. | think that
will go along way to providing a framework wi thin which we
coul d address those issues nore effectively.

On this issue, again | just want to nention that
the Internet use of access to the nursing home survey
results has been extraordinary. | don't know what people
are doing with it. But it has been extraordinary, and to

the extent that you can differentiate whether these are
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commercial users or real people, there is a very high

per cent age of real people who are accessing this
information. And we continue to anticipate significant
enhancenents to that systemas a mechanismto provide public
i nformation.

My point there is sinply being that | think you
need to look at it, as we woul d suggest |ooking at quality,
that there are an array of tools and approaches that could
be used to think about how to informand hel p the public be
better purchasers of care. And we viewit as a very
i nportant feature in our overall approach to quality,
particularly on the nursing honme side.

DR. W LENSKY: Thank you very mnuch.

MR. SHEA: If there were nore tinme, | would |ike
to pursue this discussion about the coordinati on between
HCFA and the Joint Conm ssion because that's really one of
the big, if not the biggest thing, that conmes out of the
i nspector general's report is what's the relationship, and
particul arly how does HCFA benefit. So if there's anything
that the two organi zations want to col |l aborate on sharing

wth us as followup in terns of where this is going and a
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wor kplan, it m ght be useful to see.

DR. WLENSKY: | amsorry to cut off this
di scussion. W had thought an hour and-a-half ought to have
been nore than adequate. It's sonething where we need to
have a better distribution of our tine between presentation
and questions and answers that we nake sure we can get this
ki nd of exchange. Thank you.

Jeff, David, Bill Golden? 1If each of you can try
to keep your presentations to no nore than 10 m nutes we'l|l
make sure that we have enough tinme for discussion.

M5. FINGOLD: We have a second panel this norning
following up on inproving and safeguarding quality. This
panel is going to talk about the peer review organi zations
si xth scope of work. Wth us this norning we have Jeff Kang
who is director of the Ofice of Cinical Standards and
Quality at HCFA. W have David Schul ke who's the executive
vice president of the American Health Quality Association
which is the national association of peer review
organi zations. W have Dr. WIliam Golden, who is with the
Arkansas Foundation for Medical Care and is the president of

the American Health Quality Associ ation.
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DR. KANG Thank you very nuch. Actually, I'm
going to try to be quick and catch you up. There's a hand-
out that just went around and this is going to be a very
short synopsis and the highlights of that. | should say,
Dr. Wlensky, just as an aside, this norning | spent sone
time with the Robert Wod Johnson Foundation fellows and the
third question | got was, what do you think about MedPAC?
And | said, interestingly enough, | have great respect for
the work they do and I"'mgoing to testify later.

[ Laught er. ]

DR. NEWHOUSE: We give the sane answer when asked
about HCFA.

[ Laught er. ]

DR. KANG Touche. This is all in your package
but I"mjust going to go to -- | need to followup on the
first panel here. This is part of an integrated HCFA
quality strategy. It is primarily based around performance
measurenent and it assunes here that we can neasure quality,
either plan or provider specific. Wth that assunption, on
this bottomrow here there are roughly five interventions

that we can consider. The first really is what the first
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panel was tal king about, the notion of the regul atory
approach; should there be m ni mum perfornmance standards and
performance in enforcing that?

The second, which we will spend tal king about on
this panel is the quality inprovenent approach. Based on
per f or mance neasurenent, can you get plans or providers to
actually inprove their quality over tine. So one is setting
the m ninumrequirenents, the other is a continual quality
I nprovenent approach.

We actually in this regard believe that the
enforcement side or regulatory side is our "penalty-full" or
"penal ty-repl ete"” approach. That's what you've just been
spending a fair anount of tinme tal king about. The PRGCs, or
the quality inprovenent approach really is our penalty-free
environment, and in fact it is confidential and under the
peer review statute is -- the provider information is
actually protected from di scl osure.

The third, which you just spent sone tine talking
about is the notion that if you can neasure plan or provider
performance there presumably is also a desire or need to

publish that data for consunmer information and choi ce.
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The last is, presumably at sone point, to the
extent that we get data, we should be | ooking at paynents,
at our paynent structure to encourage quality.

Then the | ast which has had sonme interest is this
i ssue of, assum ng we can neasure quality, should we be
paying nore for quality? HCFA doesn't have that statutory
authority currently but there is sone interest in this
notion. That all assunes that we can actually neasure
qual ity.

That's the broad context here. 1'mgoing to focus
on this box here which is the PRO program and the penalty-
free quality inprovenent approach

VWhat are PROs? They're federal contractors.
There's one in each state, established by Congress,
generally physician led. | think the nost inportant bullet
here is this fourth bullet, that in the |ast eight years we
have shifted the PRO programfromthis i nspect and puni sh
nodel , the regul atory approach, to an educational kind of
nmodel for quality inprovenent in this penalty-free
envi ronment .

|"mgoing to tal k about the scope of work which
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began last nonth for the next three years and I'mgoing to
focus primarily on this task one and task three. This just
started occurring and it's in all 50 states; it's national.

The maj or thenmes of the new contract, we in the
fifth scope of work had a | ot of local quality inprovenent
projects. But what we really decided to do here was
nationalize the programand actually align a |lot of the
performance neasures with our GPRA nmeasures that Congress
al so asked us to do.

So to take an exanple, one of our GPRA neasures is
t he i nprovenent of manmography rates for beneficiaries. As
we know, there is under-utilization in this area. One of
the PROs sixth national quality inprovenent projects, so al
PRCs will be, in all states, working on inproving national
mamrogr aphy rates. W will actually be neasuring those and
creating a surveillance system based on each state, and
actually rewardi ng and assessing PRGs' performance on the
i nprovenent over a three-year period in baseline manmography
rates within their states to three years |later.

That is in our GPRA performance neasure and we

woul d be tracking that nationally and, obviously, be
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reporting back to Congress whether we inproved.

Now one of the things we've been very sensitive to
in this issue of PROs working in the Medicare context is the
notion that there are other interested purchasers, plans,
provi ders, consuners which we ought to engage in a
col l aborative fashion in order to reduce burden. Even
though this is for the Medicare programand that by statute
is what the PROs are limted to, we believe that if, to the

extent that there are other purchasers or |ike-m nded public

health officials in the states that are interested -- let's
t ake the mammography exanple -- in working to inprove
mammogr aphy rates, that the Medicare programw |l actually

benefit greater by coll aborative and community partnerships
than just Medicare acting by itself. This is the notion
that the rising tide lifts all boats.

So really are aimng the PRO programnore to
create what we're calling community partnerships largely for
t he purposes of reducing redundancy and mexi m zi ng t he
actual clinical quality inprovenent effect. Consistency
reduces burden, unified nmessages increases the inpact, so

that's where we're trying to nove the PRO program
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Now how did we get into these six national quality
i nprovenent areas? In essence, there were four criteriato
get into this. It was high inpact on Medicare
beneficiaries, so there are the high preval ence conditions;
t he usual suspects, heart failure, stroke, pneunonia, et
cetera. That there are actual clinical process neasures
that are strongly linked to desired inconmes -- outcones, |'m
sorry.

[ Laught er. ]

DR RONE: It's the outcone neasures that are
related to the incone, unfortunately, as we all know

DR. KANG The linkage is -- obviously we're
looking inthe literature that there's a science base for
this. Also there needed to be roomfor inprovenent, and
then that the PROs have actually have experience in the
fifth scope of work of creating systematic interventions
that actually have denonstrated inprovenent.

This is an exanple of just current Medicare rates
nationally in sone of these process neasures and how t here
is dramatic room there is plenty of roomfor inprovenent

here. These are the six national quality priorities. 1In
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your hand-out are nuch greater detail here, but again
they' re the usual suspects. These are the big preval ent
conditions for Medicare.

The one thing here that | would |ike to enphasize
is nost of these things are in the inpatient setting. W
are slowy, and very interested strategically in beginning
to nmove toward the outpatient setting in this area with
regard to clinical care. | think nost of the action, quite
frankly, here will be w th diabetes.

Now the last thing I just want to nmention is
Medi car e+Choi ce. W actually with regard to -- nost of that
was in the fee-for-service context. |In the Medicare+Choice
context we actually have in our new Q SMC requirenents for
Medi car e+Choi ce plans a requirenent for themto do quality
i nprovenent projects. In year 1999, the first is diabetes.
What we are trying to do here is we have a nmandatory
requi renment for Medicare+Choice plans to have a di abetes
qual ity inprovenent project.

We are now offering the PROs as a vehicle for
techni cal assistance on those quality inprovenent projects.

It's not mandatory that plans work with the PRGCs, but the
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assunption is if you're in a market with five plans working
on di abetes quality inprovenent that they would al so cone to
the conclusion that if all of themwork in concert via the
PRCs as a conveni ng nechanism that we would end up with
much nore quality inprovenent than each of the five plans
wor ki ng by thenselves. W would also work with the fee-for-
service system

The notion here is to reduce the redundancy of
effort. Providers here wll tell you that in a managed care
market if there are five plans each of themquality
i nprovenent, they're each doing -- interested in the sane
issues, doing it alittle bit different, and there's a
tremendous anount of redundancy and chaos. W hope to try
to actually reduce that. W are engagi ng ot her |ike-m nded
purchasers, we've asked the PROs to engage other |ike-m nded
purchasers in their conmunities to actually cone on board,
to the extent that they are interested in diabetes or heart
failure or whatever it is.

Let me stop there. I'msorry that | ran beyond ny
10 minutes but | think that's enough to whet everyone's

appetite.
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DR. W LENSKY: Davi d?

MR. SCHULKE: Good nmorning. Dr. WIensky, Dr.
Newhouse, nenbers of the Conm ssion, it's very good to be
here. M nane is David Schul ke. [|'mthe executive vice
president of the American Health Quality Association, which
is the national representative of the nation's network of
qual ity inprovenent organizations.

|"mcalling themthat and I'll draw attention to
t hat because the PRCs of the '80s are not the quality
i mprovenent organi zations of the '90s, just to reinforce
Jeff's point. These organi zations now are increasingly
sophi sticated. They have a |lot of different custoners and
they're providing a lot of different services to those
custoners. They're working for state Medicaid prograns.
They're working for enployers, comrercial managed care
pl ans, and for state insurance departnents doi ng external
review or appeals of health plan decisions and denials and
so forth.

My job today is to try and provide a quick
overview of the QGs in relation to their Medicare work and

how t hat advant ages sone of the agendas that | understand
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t he comm ssioners have. And al so, provide a good handoff to
Dr. Golden, who is the president of our association, and
will talk in nore detail about the Medicare PRO function.

| think it has to be said, w thout question
t hough, that the single |argest and nost inportant custoner
of these organi zations is the U S. Health Care Fi nancing
Adm nistration. So the Medicare programis still the main
focus of these organizations, and in sone states al nost the
excl usive focus of these organi zations.

Wth respect to Medicare quality inprovenent work
"1l be very brief. 1 want to make two points here because
you' ve already heard sonme and you'll hear nore. The PRGCs
w || be accountable for showi ng novenent in the desired
direction on a set of 22 clinical indicators through the
col | aborations that they have in the community with
provi ders and practitioners and plans and others. They wll
be hel d accountabl e even though none of these folks are
required to work with the PROs in their Medicare context on
qual ity inprovenent projects.

The PRCs do have the sanme authority they al ways

had to investigate conplaints and to | ook into dunping
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probl ens and other case review activities. But when it

conmes to quality inprovenent, that's a voluntary

col | aborati on,

i gnore them

Fortunately,

and if people want to stiff the PRGCs or

t hey can do that.

t he PROs have been successful in

getting approximtely three-quarters of the hospitals,

because of their

i npatient focus, in each state to work with

them on these projects voluntarily. But it makes their

acconpl i shnents al

the nore remarkabl e because this has

been not only a penalty-free environnent, but one where

peopl e have been willing to conme to the table and do a | ot

of work for which the PRGs are held account abl e.

|"mgoing to talk briefly about the paynent error

prevention program because no tal k about the PRCs and the

si xth scope of work is conplete w thout address the paynent

error prevention program and | admre Jeff very nuch for

bei ng able to avoid doing that.

m nut es.

[ Laught er. ]

DR. KANG Dr. Wlensky said | only had 10

MR, SCHULKE:

l"mgoing to give this a very quick
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overvi ew.

The new Medi care contract, as probably nost of you
know, requires the PROs to work with hospitals to reduce
paynent error rates. So nuch attention has been given to
this that you mght think that there's a | ot of new aspects
to this programand that there's a |lot of new authorities
and that the PROs are doing a lot of new things. That's
nostly not true. The one thing that is new about this
approach is the educational focus. That is that they're
supposed to work with the hospitals to figure out ways to
reduce paynent errors prospectively in the future.

The things that are not new are the things that
make peopl e nervous and have al ways nade peopl e nervous.

For exanple, recoupnment. |If a hospital has been paid
erroneously sone noney, the PROs have al ways, under the
federal |aw and under their regul ations and under their
manual instructions, been responsible for an el aborate case
revi ew process which would nake a determ nation as to

whet her or not there was an inappropriate paynent, and then
woul d pursue recoupnent. This activity has been going on

all along, and has been going on since 1984 when the PRO
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program got inplenmented in October of that year.

It's very unlikely that the clinical indicators,
the gathering of clinical data used in quality inprovenment
projects will have nmuch interface at all with the PEP
program The kinds of data that are gathered for the two
activities are very different. The personnel involved are
typically very different, both at the hospital and at the
PRO end of that relationship.

Probably the biggest danger associated with the
PEP is that perceptions will overtake realities. That is,
that people will believe or cone to believe that the PROs or
working with the PROs on quality inprovenent will sonehow
expose themto greater risk than they were exposed to in the
past. That would be very bad, and if it happened that would
constitute a risk, a poisoning of the well, a violating of
the penalty-free zone and that could cause problens. W're
trying to explain to everyone out there exactly what |'ve
told you so far, that you' ve been dealing with these folks
on these activities for many years and the PROs are very
accountabl e for being fair and even-handed in doing this.

The other thing that we're pointing out to fol ks
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and | would put on the table for you to consider as well is
that clainms data are inherently flawed in terns of making

j udgnents about what's an error and what's fraud. The
peopl e who woul d be working on these issues, if it weren't
the PROs, would not be physicians, and all of the due
process and the el aborate accountability procedures that are
built into the PRO program would not be in place.

| think that it's a |lot safer for everybody to
have physici an-1ed organi zati ons responsi ble for review ng
t hese cases and meki ng these determinations. | don't know
who el se would do it if the PROs didn't do it, and the PRGCs
are enthusiastic about doing it well and doing it wi sely and
taking their responsibilities seriously.

Let nme say sonething about survey and
certification, because | was asked to address that. W have
a couple of ideas on this, but I want to start by saying
that, obviously you could tell fromyour |ast panel that you
could tal k about survey and certification for nore than a
day, let alone for the norning hours.

| think that it's very inportant to understand or

consider that long termcare survey and certification is
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very, very different in many, many ways for other survey and

certification activities. It's different because of the
presence of a very well-organized and wel | -i nformed consuner
presence. | think that a discussion by the Comm ssion would

be nore conplete if the consuners were represented in the
di scussion at a table such as this one and woul d hope that
you woul d consider that for followup at sonme point.

They have substantive, not nmerely political inpact
on the deliberations of the governnent, the Congress and the
adm ni stration, over many adm nistrations. The people
responsi bl e for this have been recogni zed and given
prestigious awards for their inpact on the health quality
systemjust as recently as |ast week when the Lienhart award
was given to the founder of the National Citizens Coalition
for Nursing Hone Reform That's not given lightly to people
who are rabble or rabble rousers, but that is a recognition
that there is a serious contribution here and | would ask
that you fol ks take that into consideration as you're
| ooking into this issue further.

| was asked to distinguish a little bit between

qual ity assurance and quality inprovenent activities.
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Traditionally, people hold these things very far apart.
They' re supposed to be very different. The penalty-free
zone, the penalty-replete zone, many other netaphors have
been used to describe the difference. | think there's a
couple of inportant distinctions that can be nmade that are
functional in nature.

One is that the enforcenment of m ni num standards
is prohibitively expensive and sel dom effective agai nst al
but the nost clear-cut violators. |It's very hard to take
away a property right or inpose penalties on people, and it
shoul d be very hard to do that. |In our country we believe
that that's something the governnent doesn't do lightly. So
there are I ots of due process safeguards, and you can't go
after sonebody and take away their noney, or fine them or
take away their license to operate without a | ot of
procedural safeguards bei ng addressed.

It's likely, therefore, that you cannot get to
many of the quality problens in the system because nost
people's quality problens, nost of the quality problens that
are docunented in the literature are not the result of

clear-cut violations that are prosecutable, and fineabl e,
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and puni shable. Mst of them are another set of problens,
system probl ens that have been di scussed here and published
in your reports in the past.

A second inportant distinction is that quality
i nprovenent efforts can far exceed in what they acconplish
the quality results of a mninum standards-based approach.
Sonetimes these things can work very well conplenentarily.
| think we've seen in the past -- recently, the Joint
Commi ssi on published sonme standards on pain managenent for
hospitals. This caused many hospitals to go to the quality
i nprovenent organi zations to figure out ways to inprove
t heir pai n managenent.

W' ve al so seen with the New York State CABG
experience that when there was sonme pressure on hospitals
fromone source that did spur a ot of quality inprovenent
activity which actually inproved quality nmuch nore than you
coul d ever have acconplished if you'd sinply elimnated
t hose hospitals with sone sweep of a wand or a ceasi ng of
all referrals. Even the best facilities inproved their
nortality rates because of all the quality inprovenent work

t hat went on.
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"1l make one suggestion. Long termcare
facilities in particular have egregiously |ow inmunization
rates. This is a national goal of the U S. Departnent of
Heal t h and Hunman Services to inprove i mruni zation rates.
It's a national goal for the PROs under the sixth scope of
work. It's likely that a survey and certification approach
tothis by itself wll not succeed and that systens are
needed to try and ensure that people get |ifesaving
vacci nes.

It's possible that an announcenent coul d be made,
a stated intention could be enunciated by the governnent, by
the states and by the feds that they're going to be | ooking
at this as an enforcement issue in the near future and that
nursing facilities ought to start working with the PROCs to
i nprove their imunization rates before soneone cones in and
starts wielding fines and threatening certification status
of facilities.

The |l ast area that | would briefly coment on is
that the PRGOs, by virtue of using these well-vetted,
scientifically valid indicators to inprove quality and work

with providers and others, are in a good position to reach
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out to enployers and other purchasers in the marketpl ace

t han Medi care to seek agreenent, pronote agreenent on those
measures, and to pronote use of those neasures in quality

i nprovenent and in other activities.

Whet her eventual |y enpl oyers and others use that
for report cards, or whether they use it for quality
i nprovenent is a decision that is a fork in the road that is
down the ways a bit. But we think the PROs can be an
i nportant vehicle for pronoting agreenent and reduci ng sone
of the chaos on indicators and would urge you to | ook at
them t hat way.

Thanks for your attention.

DR. WLENSKY: Thank you. Please try to keep your
comments to 10 minutes. | really don't |ike having to cut
of f the comm ssioners from asking you questions or making
coment s.

DR. GOLDEN: Sure. | plan to. Thank you very
much. Good norni ng, Madam Chai r man

Just to give you a little bit of background on
nyself, I amthe director of the division of general

internal medicine at the University of Arkansas' Medi cal
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Sci ences and since 1992 |'ve been the principal clinical
coordi nator at the Arkansas Foundation for Medical Care, the
PRO or QO in Arkansas, which has held the Medicare peer
review contract for over 25 years.

In addition to its role as a Medicare peer review
organi zation, it has done extensive work in the state for
Medi caid working with their managed care programas well as
now devel oping a programw th critical access hospitals. So
currently for the Arkansas Foundati on, Medicare peer review
is about 33 percent or 35 percent of the overall activities
of the organi zati on.

As nentioned earlier, the program has changed
quite a bit over the last 10 years with the change to
quality inprovenent activities. W are now involved nore
wi th popul ati on-based nedi ci ne rather than by case by case
inmplicit reviewwth all of those techniques, difficulties,
and limtations. To acconplish this popul ati on-based
approach we've had to increase and change that nature of our
staffing.

| ncreasi ngly PROCs have academ c physicians |ike

nmyself on board | eading the quality inprovenent prograns in
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their states. W've also brought on a | arge cadre of
statistically conpetent and epidem ologically oriented

i ndi vidual s to manage dat abase techni ques. W have becone
experts in clinical performance change as well|l as becom ng
expert in social marketing techni ques, which is a new
capacity of the organi zations.

This fall the PRO program enbarked on its sixth
scope of work, which is an evol utionary change fromthe work
beginning in 1992. During the fifth scope each PRO, for the
nost part, determ ned and sel ected areas of clinical focus
and performance neasures that they use locally to bring
about coll aborations. Many PROs have col |l aborated with over
50 percent of the acute care providers in their state. For
exanple, in our state we generally have two-thirds to three-
quarters of the hospitals in our state participating in a
proj ect .

This can often result in a clinically neaningful
and statistically significant perfornmance change. The
probl em of course, for these |ocal successes is you cannot
aggregate them across states. So if you want to have a

nati onal assessnent of the program it would be difficult to
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aggregate |l ocally derived neasures.

The sixth scope of work has now nationally
st andar di zed neasures which gives the opportunity to do
benchmarking locally to national data. You could then
benchmark across the state, as well as gives you a chance to
| ook at how states performw thin the programand how t he
program as a whole perforns. This is a najor change and it
will be an advantage to the program There is still quite a
bit of opportunity though for | ocal projects as that is
often a |l aboratory for future work and future national

standard activities.

As Jeff Kang had nentioned, the sixth areas have
been |isted before you and are in your hand-outs and have
been tested in a variety of scientific ways to standardize
t he nmeasure.

The Anerican Health Quality Association al so
bel i eves that because of this expertise in becomng, if you
will, a consultant to area facilities and hospitals in the
achi evenent of quality inprovenent is increasingly the PRGCs

are taking on a convener role or a partnership role in their
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communities. W are increasingly working with hospitals,
nursing facilities, physician offices, honme health agencies,
Medi car e+Choi ce plans. Many institutions, many quality

i nprovenent experts in the states now view us as, if you
wll, a free resource and a convener for themto exchange
pr of essi onal ideas and concepts.

Practitioners and patients benefit from having
these clinical topics addressed sinultaneously in nultiple
settings. So now we're doing i munization prograns, for
exanpl e, as hospitals as well as in the outpatient offices.
We're doing the heart attack project |ooking to inprove the
rate of beta bl ockade and aspirin, we're targeting physician
offices as well as hospitals.

|"m pleased to tell you that our work in extending
this kind of activity to the physician office has been
remar kably well received. As a physician, | was a little
nervous about sending out ny first letter to offices and |
got two unsigned hate letters out of the whole state, which
really isn't too bad when you think about it. | expected,
frankly, when | took on this role seven years ago,

expected a lot nore conflict and, if you will, nane-calling
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and | got al nost none.

DR ROANE: Two is about a daily average actually
in New York so that's not bad.

DR. GOLDEN: It's interesting, we now have when we
send out a project to physician offices, we get back 150
responses fromoffices signing on to the project and stating
that they're going to work on certain indicators which far
exceeds ny initial expectations for that kind of activity.

One of the things that | think hel ps besides the
consultation role is there is, of course, the history of
confidentiality in the programas well as in sone of the
pl ans the issue of antitrust protection. Plans can get
together around a table with a PRO in ways that they
couldn't do by thenselves. That | think is another
advantage to, if you will, the unbrella that the PRO can
of fer.

G ven a function as a convener role, a partnership
function, is that the PROs can help to sinplify nultiple
qual ity neasurenent denmands nade by health plans, providers
and practitioners upon them by accreditation organizations

and governnent prograns. Essentially, we can becone a one-
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stop shopping activity for collection of data and for
reporting. Health care providers, especially physician

of fices now are bonbarded with nultiple data requests from
third parties for simlar information, and slightly

di fferent specifications.

They al so receive slightly different and sonetines
conflicting recommendations for clinical performnce and
changes in terns of quality standards. The Q Os are
becom ng nore recogni zed as a source for a consistent
nmessage and one that they could follow as if you are a | ocal
expert in setting standards for themto try to achieve.

Basi cally, PROs possess the enhanced credibility
for the dissem nation of practice guidelines because we're
al so not associated with entities where the utilization
issues directly benefit the financial status of the entity
i ssui ng the guidelines.

So basically this approach has been successful.
Attached to the report to conplenment these comments are sone
data from our Arkansas foundation which shows sone of the
projects we have done, the nunber of participants and the

data results. Many of these activities are now invol ved
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with the national programand we're pleased to see that
happen. The PRCs are basically a penalty-free zone, if you
wll, where quality inprovenent can occur. Data for quality
i mprovenent in this kind of set up where it is confidential
can spur inprovenent which has | ess defensiveness to it than
sonme of the accountability neasures where peopl e becone

gui te concerned about the precision of those neasures.

That's kind of a snapshot of our activities. |It's
been a very exciting programto be a part of for the |ast
seven years and | think we have a | ot of opportunity to
continue working with providers in our state to i nprove care
to all of the Medicare beneficiaries.

DR. WLENSKY: | just want to comment that if you
only got two hate letters, that's really quite
extraordinary. Wen | was at HCFA and would go out and
speak to physicians, the PROs in the early 1990s generated
t he nost negative, and strongly negative responses, of the
many things that physicians felt HCFA was doing to them and
not for them The PROs probably was at the top of the I|ist.
| think the change in orientation that started with the

third or fourth scope of work of noving to an outcones-based
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and away fromthe retrospective case by case review has
hel ped. But obviously there's been a very significant
change in attitudes given the kind of experience that you
have had relative to what was existing in the early 1990s.

DR. NEWHOUSE: A question really for all three of
you. |If you were engaged in a strategic planning effort for
PROCs, Q Os, where would you say they ought to be in 10
years?

DR. GOLDEN: It was interesting, the other day
when | had to give ny annual address to the AHQA house | had
an old docunent fromDr. Jenks who five years ago gave a
speech on what should the PRO be in five years, and actually
all the points he made in that speech in Philadel phia were
actually real and they had happened.

| think that the capacity for the PRGs to serve as
a comunity partner we are now, in our organization
increasingly working with the health departnent and
organi zations |i ke the Arkansas Heart Associ ation, Lung
Associ ation, Arkansas School Nursing Association, across
mul ti ple payer lines to serve as a neutral data collection

site and educator to push quality standards, to advance that
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agenda is an activity that you will achieve credibility over
time.

| believe that we really have a capacity here to
network with multiple agencies within the state to put
together a rather effective coalition to achieve quality
i mprovenent across a broad range of sites by this kind of
coalition building. So |I think that we can be taking on
nore activities and achieve nore by this additive process by
coalition building.

DR. NEWHOUSE: Either of the other two want to
comment on that?

DR. KANG | think actually we're asking --
there's a very fundanental question here. 1s quality and
quality inprovenent, is conpetition the way that we're going
to get there versus collaboration? | actually think it's a
little of both. There are going to be places where, to the
extent that conpeting providers are in full control of the
nmeasure or the performance, | think conpetition is a
mechani sm

But there are going to be nmany places and quality,

to the extent that the outcone is actually not conpletely in
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control, and inreality it's in the control of the entire
health care systemand in the certain sense there, what you
really want there is a collaborative approach. | think that
in 10 years the PRGCs really ought to position thensel ves and
ought to be the convener or the catalyst for that

col | aborati ve approach where coll aboration is really
desirable. That woul d be coll aboration for both Medicare,
Medi cai d, and ot her payers.

So | think we do need to have both nmechani sns and
we need sonme wi sdomto distinguish where conpetition is good
for quality purposes, and | think the PRGs really are going
to be the coll aborators and conveners in the country.

DR. NEWHOUSE: Let me turn to the issue that |I'm
sure others will have questions on too which is the program
integrity, quality inprovenent interface. | think it was
Davi d Schul ke that talked alnost like a firewall within the
organi zati on between these two arnms. | guess ny question
for you is, speak to the advantages of having themin one
organi zati on as opposed to just divorcing theminto two
organi zations entirely.

MR. SCHULKE: First, a strict firewall is not
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there. Cases could be generated, probably some cases wll
be generated as a result of activities in other areas than
case review and paynent error prevention. And that's if
soneone is found to be paid that shouldn't have been paid,
haven't found anybody in the hospital community and |'ve
tal ked to hundreds of people in that conmunity, who have
been able to stand up and say, a hospital that was paid in
error, was found after careful review to have been paid in
error, should be permtted to keep trust fund dollars that
were known to have been paid in error. So however that is
di scovered, that noney should be sent back.

The firewall or the separation is useful, because
these are very different kinds of activities --

DR. NEWHOUSE: No, | understand why -- the issue
is why it shouldn't just be two different organizations.

MR. SCHULKE: 1'Il do this very quickly. | think
that there -- | don't know who el se Medicare can turn to at
the nonent that has this expertise, that can provides the
safeguards for the providers as well as for the Medicare
trust fund.

DR KANG If | could, there is a firewall and
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it's deliberate. The firewall, quite frankly, is between

t he Departnent of Justice and the programintegrity fol ks
and the PROs. That's really where the firewall is. |If you
| ook at this activity, this activity is not about

recoveries. This is about taking a paynent error and taking
a paynent -- defining a paynent error and then taking a

qual ity inprovenent approach, working in a confidential
environment, to actually inproving that going forward.

The firewall really is, that activity doesn't |ead
to Departnent of Justice kinds of actions or whatever.
That's really where -- so there is a firewall.

DR. NEWHOUSE: And the firewall is in statute?
That is in statute?

DR. KANG W are kind of -- the answer is m xed.
There are sone adm nistrative things that we actually have
to do to make sure that that continues. But the genera
concept of the PRO programis that their activities are
statutorily protected.

DR. NEWHOUSE: In talking with the people in
Massachusetts, they nade the point to nme that they would

li ke to undertake denonstration activities or



10

11

12

13

14

15

16

17

18

19

20

21

112

experinmentation activities but they feel precluded from
doing that wwthin the state because anything would have to
be statew de. Do you have any views, or have you thought
about giving the PROs sone kind of denonstration authority?

DR KANG | think that's ny question. The
"denonstration authority” is in the extent of we do have
task 2.1 allows for |ocal projects. There is |ocal
flexibility and in fact those do not have to be statew de.
So there is flexibility there. The one thing though, it's
not a classic denonstration |like a denonstration project you
may be referring to in a sense that they cannot do paynent
ki nds of --

DR. NEWHOUSE: They also think they have to -- if
t hey' ve got sonmething good it should be statew de, but maybe
they're just m sunderstandi ng.

DR KANG No, that is not the case at all.

DR. GOLDEN. Wth the performance-based
contracting, you really -- if you don't do a statew de
project you're probably nmaki ng a m st ake.

DR. NEWHOUSE: That's their point.

DR. GOLDEN: On the other hand, if you're doing
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| ocally derived project you could begin by a pilot with
smal l er nunbers of facilities. The evaluation process is
different, so they're not going to be evaluated on the sane
kind of criteria for requiring statew de projects.

DR ROAE: Two points, one on this. The paynent
error prevention plan, | think your conments are very
interesting because | sort of get the inpression that people
think there's this firewall between HCFA or HHS or anyt hing
else and it's all contained in this confidential
envi ronment .

M. Schul ke said that if the physicians weren't
supervising it, he doesn't know who else would do it. | can
i ntroduce you to sone representatives of the inspector
general at the Departnent of Health and Human Servi ces who
have a great interest in this area and when they arrive,
they arrive with a representative of the U S. Attorneys
Ofice. So I think we shouldn't make believe that the only
paynent error prevention activities that go on, go on within
this program

My question relates to sonmething entirely

different. Dr. Kang's presentation -- and he was an



10

11

12

13

14

15

16

17

18

19

20

21

114

outstanding trainee at Harvard Medi cal School .

DR. NEWHOUSE: Wong nedi cal school, | think, but
right coll ege.

DR. RONE: Resident. He slipped and he said it
was related to income. The facts are, unfortunately, that
we know that in a given set of individuals with the sanme
di sease, socioeconom c status is a major predictor of
functional status, disability, and outcome. |'m
particularly interested in the sixth scope of work in the
fact that there is this so-called DASPRO, the disadvantaged
popul ation PRO that's been developed. | think it would be
inmportant for us to hear a little bit about what the PROCs
are doing with respect to disadvantaged popul ations in terns
of i nproving outcones.

DR. KANG First of all, | actually need to -- |
think that to the extent that we get the true outcones
nmeasur enent based on functional status that the issue of
ri sk adjustnment or case mx adjustnment is a real issue, or
for exanple, for nortality rates, we have to be worried
about that.

VWhat we are tal king about here though are clinical



10

11

12

13

14

15

16

17

18

19

20

21

115

processes where the denom nator renoves all those people
where there are contraindications. So that the true, the
correct -- the desired result is 100 percent on those
clinical processes. So | think that's one way of dealing
with the risk adjustnent issue.

Now t he second issue though that you're raising
is, irrespective of that ought to be 100 percent, there are
raci al disparities. What we have asked the PROs to do is in
each of their states is to identify any of those 22-sone-odd
i ndi cators that David tal ked about, determne for a
significant mnority group if there is a racial disparity,
and then actually ask themto reduce that disparity for 25
percent of the population in the state.

The reason for this is that many of the systematic
interventions that we think about froma quality inprovenent
standpoint work for the "majority popul ati on” but you may
need to do the "extra mle for the mnority population." |
think that we view this as a mechanismto try and determ ne,
are there other additional systematic interventions that
need to occur for purposes of informng the seventh scope of

work. So | think this really is a major effort on the
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departnent's behalf to really try to encourage greater
research in this area about what works for disadvantaged
popul ati ons.

MR. SHEA: Jeff, | wonder if you could talk a
little bit about the connection between the quality
i mprovenent of Q OGs and beneficiaries being able to be nore
know edgeabl e, nmake deci sions, or at |east understand the
kind of care they're receiving. Specifically, | clearly see
how there's an indirect benefit to beneficiaries due to
quality inprovenent, if indeed it is successful, and the
three of you talked very enthusiastically about what's going
on and the potential of that.

But | wonder if there's any direct benefit, or is

there sone interface that's planned as a future stage. And

behind the question is, I'malittle bit -- if there isn't,
as kind of nmy sense here and maybe I'mjust mssing it. |If
there isn't, I"'malittle bit perplexed by the centrality of

this in HCFA's overall strategy. Because |'ve heard this
presentation a nunber of tines and | keep on thinking, but
this is a plan that has all these beneficiaries to worry

about, and where is that piece of it?
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DR KANG | think that's a very legitimte
guestion and | don't know if you recall that quality
strategy. Wiat you're really asking is the consuner
information part of this. There's really three |evels of
information. There's information around plan choice.
There's information around provider choice. And then once
you' ve picked your providers, information around individual
treat ment choi ces.

| actually think that HCFA does have a very strong
view that we need it, but the likely vehicle is going to be
the Center for Beneficiary Services wwth Carol Cronin and
there are funding issues here. The PROreally is set up for
quality inprovenent efforts with the provider comunity,
while we actually have user fees, et cetera, for the issues
of consuner outreach and educati on.

So you' ve heard ny presentation. |It's -- largely
because it's built around the PRGs and the provider kind of
interface. There is, | think, another presentation around
the consuner information outreach. It's in a different part
of the organi zation, but it is very inportant.

Now | do think, just to the extent that in any of
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these clinical quality inprovenent areas there is a consuner
nmessage that ought to occur, there's no question that I
think the PROs will get involved in that. But it is kind of
secondary to trying to nake the systematic interventions to
i nprove the delivery systemitself.

MR. SHEA: |'d comment that it seens to ne that
you' re wel | -grounded, at |east based on how you present
this. 1 don't know nuch about the Q Gs but |I've heard a
little bit. You' re well-grounded in saying that this is a
strong attenpt with broad reach on professional
i nprovenents, clinical indicators, and so forth. | don't
think there's much of a basis though for saying that that is
a process that suits other parts of the equation; for
i nstance, the payer question.

| don't know, Wody, what your experience fromthe
Ford point of view would be, but ny own experience in our
purchasing activities is this is not -- people don't see
this as, this is where the solution is going to cone from

DR. GOLDEN: | was going to say, one of the things
that -- | don't knowif this is what you're getting at. On

the Medicaid side we're conducti ng CAHPS surveys, consuner
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sati sfaction surveys, and | think that HCFA has the Health
of Seniors activities going on where there will be simlar
ki nds of activities on the Medicare side. So there wll be
patient satisfaction, beneficiary satisfaction surveys being
done to basically bring that back into the program |Is that
t he kind of question you' re asking?

MR SHEA: No.

DR KANG | think it's nore where consuner
outreach is at.

MR. SHEA: O use by purchasers.

MR. SCHULKE: Let ne respond to part of that.
Congress wote into the PRO statute that there has to be at
| east one, and in nmany states there's nore than one,
consuner menber of the governing body of the PRO And the
pur pose of doing that was to ensure that there would be
information fromthe PRO going out to the consuner
community, and information fromthe consuner conmunity
com ng back to the PROto invigorate their understandi ng of
what was needed and what was not understood. So there has
been an attenpt to ensure that each of these organizations

has a link to the consunmer community.
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Then followng fromthat are a variety of patient
education and conpl ai nt response and ot her kinds of services
to the beneficiary population. This was part of the round
of refornms that happened in the md ' 80s.

On your question with regard to payers, |'m going
to take a stab and see if I'"manswering this. Sonme PROs
have been very successful, and Dr. Golden alluded to this,
in getting otherwi se conpeting nanaged care organi zati ons
around the table to tal k about how they will use the
i dentical nmeasures, and data elenents, and timng, and so
forth to conduct a statewide quality inprovenent initiative
in, say, diabetes. That was the nost conmon area where this
was done. These plans woul d not otherw se have been found
in the sane roomtal king to each other in those tones.

In fact, the presence of a public purpose, an
organi zation representing a statutory purpose in bringing
t hem t oget her hel ped ensure that they wouldn't be violating
antitrust |aws.

They in turn, by collaborating on that, did not
drive the providers and practitioners nearly as crazy as

t hey woul d have as if each of the plans had had its own
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initiative in diabetes, |ooking different and asking for
different data elenents, different abstraction tools and so
forth, and different feedback mechani sns on different
schedul es. So people in general have really |iked that.

In Mchigan, in fact, Ford actually kind of kicked
this off, the PRO has been successful in wrking with a
group of hospitals that were reporting to enpl oyers but
weren't involved in the Medicare program The enpl oyers
heard about the Medicare quality inprovenent program The
enpl oyers | earned about the quality inprovenent potential of
that and tal ked to the hospitals about using the Medicare
indicators as their indicators. The hospitals were happy.
The enpl oyers were going to get good data. And the PRGCs
will be able to work with those hospitals doing nuch nore
t han supplying indicators. They do renmeasurenment. They do
intervention strategies. And a |lot nore mght be
acconpl i shed because everybody is around the sane table
wor ki ng on this project.

The PRO did not have access to those institutions
until the enployer said to them we care about these

measures. W think the PRO has a good thing going and we
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want to try it out.

DR LEWERS: |'ve had a chance to discuss these
issues with the gentlenen, but you said a couple things
which stinmulated ne a little bit. Bill, I think you tal ked
about credibility being built up over tine, and that
certainly is true. Credibility can be | ost over ting,
except the tinme frane is a lot shorter. That's a major
concern, as you know, that | have and we have. | would say
that you didn't get but two letters because of what happened
in the fourth and fifth scope of work.

My concern, and | know your concern, is that you
have a penalty-free zone at this point, but how are you
going to retain that with the PEP and the M P prograns and
the reporting requirenents which are required in sone of
those? And how are you going to maintain that credibility?
| think the PRGs have done a great job in the |last few
years. | think everybody has cone to recognize that. But |
see a great risk to you in losing that, and I can't hel p but
take just a sidelight.

David, you said that noney paid in error should be

paid back. | don't think anyone agrees with that. But the
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reverse is also true. Appropriate noney that's not paid
shoul d be paid back as well.

DR. W LENSKY: Do you want to respond to that?

DR. KANG Yes, | actually need to respond to
that. First of all, the PROs do not do MP. MPis a
conpletely --

DR. LAVE: Wat is MP?

DR KANG MP is the Medicare Integrity Program
or our program safeguard. They do not do it. So that's the
first.

The second thing is we did, based on coments,
make a very inportant change with regard to the paynent
error rate. The paynment error rate that we're hol ding PRGCs
accountable for reducing is the absolute val ue of the
over paynment plus the absol ute value of the underpaynent. So
they are now equally incented to return underpaynents. So
we heard that issue |loud and clear, and they equally
incented to do that. So to the extent that they find an
under paynent, this should go back al so.

DR. LAVE: This is really a followup of Gerry's

guestion. That is that as you were talking, it struck ne
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that in sonme cases you were on your own turf and in other
areas that you were getting into areas that what m ght be
call ed nore conpetitive turf, and I was wondering if you
m ght address that. For instance, you were talking about
devel opi ng neasures of appropriateness of care or sonething
like this. The HEDIS is out there, and NCQA is out there,
and | was curious about the extent to which in fact -- how
t hese organi zati ons work together and whet her or not there
is a struggle for turf as this area of quality inprovenent
becones so vital

DR. GOLDEN: W're in a conpetitive econony and it
often makes the country better. 1'Il give you sonme exanples
t hough. Many of the -- the PRCs actually got in the
busi ness of perfornmance neasurenent really early on, 1992,
'93. Sone of the things that we have done have been adopted
by others, and there is no -- once you have a good quality
measure it becones, if you will, a public good. So | think
peopl e freely exchange.

Ri ght now the Joint Conm ssion is talking to our
or gani zati on about using neasures we submtted to themfor

ORI CS to become core neasures for ORICS. So which cones
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first? | don't know It's, | think, all to the better of
the system

Clearly there are sone expertise involved. You
worry about redundancy. | would say right now, a personal
opinion is that the PRGOs have sone of the nore experienced
individuals in the country in analyzing data and devel opi ng
per f or mance neasures and maki ng change that you'll find
anyway because of the experience with the program

DR. KANG | think that, with regard to
performance neasures since this is an early science, there
is this issue of let 100 flowers bloom But at sone point
there needs to rise the standard core neasures, and the PRGCs
really are that vehicle that is, quite frankly, occurring.
When you think about it, for exanple, we sit at NCQA on
their HEDI S neasures al so. What we've done, they've now
endorsed these diabetes quality inprovenent neasures. W
have picked themup in the PRO program as our di abetes
per f ormance neasures.

VWhat will quite frankly happen is that they'll be
with all the providers now pushing these nmeasures. That is,

in a quality inprovenent context, the begi nning of
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standardi zation. So in this penalty-free and quality
i nprovenent context, people get famliar with the nmeasures,
what they nean, perfect the neasures, what can we do with
it? At sonme point that will end up being a mandatory
measur enent for accountability purposes and | think that the
natural maturation of this process really is going to end up
occurring in the PRO program

DR. GOLDEN: Just also a foll owup conment.
Quality inmprovenent is not a straight line very often. |If
you wanted to graph it, it's alnost like a signoid curve
where if you have a very |low performance there is often a
very rapid increase with sone activities to a certain |evel
then it flattens off again.

| think very often what's happening is the quality
i nprovenent piece is the steep part of the curve and when
you get to around 70, 85, 90 percent of conpliance, it
flattens out and that's when you need accountability to get
the final 10 percent because it's real tough to get the | ast
10 percent.

DR. MYERS: Maybe | can try a quick different

version of Judy's question. What can or should or is the
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rel ati onship between the PRCs and the newly renanmed and
i ncreasingly funded Health Care Research and -- the AHCPR
the Health Care Research and Quality Agency?

Then the second piece of that is, the organization
that's now being created as a result of the President's
qual ity comm ssion that Gail Warden has spearheaded that |
now understand Ken Kizer is going to run, what is your
relationship with that entity? What role will that entity
play with you? Because | do think that there are a nunber
of quality related entities that are being created and are
grow ng, but I'mnot sure there are the appropriate
connecti ons between them

MR, SCHULKE: Let ne answer this briefly. W sat
dowmn with the AHCPR, Dr. Gol den convened a neeting between
their | eaders, Dr. Eisenberg and other senior staff, and
HCFA, Dr. Kang and senior staff, and we all got together and
tal ked about how these progranms m ght be interdigitated, to
use Margaret's earlier term This is an inportant agenda
for everybody because there's a | ot of duplication and
that's what Congress was sayi ng when they authorized the new

agency, the remake of the AHCPR
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The result of that first conversation was the
AHCPR put out an RFA asking for entities to step forward
that were working with quality inprovenent organi zations,
and they said quality inprovenent organizations/PROs, so
that they could investigate which intervention strategies
were the nost prom sing and which would work the best. So
their first attenpt to put to work the synergies here we'll
see shortly when they fund those projects.

The other thing is that we're supporting the
effort wwth the forumand | hope that many of the PRGCs
individually, and certainly the association will join the
forum beconme nmenbers of the forumand participate in the
forums quality inprovenent and health services research
council, and hopefully el ect sonmebody who has that kind of
expertise to their board fromthat council. Councils get to
el ect people to the board.

Finally, just as an answer to both I think, the

PRO community is sitting around the table with others in

generating new neasures and provides, for exanple, the SCRI P

proj ect which HCFA has convened with several other

organi zations through a grant of the JCAHO. AHQA is
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represented there. PROs sit at that table, and they're
hel pi ng devel op neasures of pharmacot herapy that are
clinically, and in terns of facility of gathering the data,
nmeasurability of data, these would be robust neasures.

We're at those tables trying to ensure that the
practical application of neasures is considered at the sane
time as their clinical relevance.

DR. GOLDEN: Let me follow up. The agency can
fund the raw material for quality inprovenent activity,
which is to say the evidence that generates the ability to
create nmeasures. So the evidence-based centers, which
systematically |looks at literature, hel ps us determ ne what
we can create neasures with. Sonme of the research to | ook
at what is effective is very inportant.

The gui delines clearinghouse is inportant also, as
a mechani smof finding raw naterial to create measures.

And al so, PRGs are increasingly involved with
grants, working with academ c centers funded by the agency
to |l ook at nore techniques to inprove quality in the
comunity.

DR. W LENSKY: Can you tell me, David, whether the
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changes that were referenced to AHCPR have actually been

finalized and passed in statute? O are these still being

consi dered by both houses?

MR. SCHULKE: Geg, is it signed by the President
yet ?

VO CE:  No.

MR SCHULKE: We have the conference commttee
whi ch has only, | think, report |anguage to resolve as

difference. And sone of the report |anguage speaks to the

i ssue of their operational role, or |ack thereof.

DR. KANG This is maybe a separate di scussion

but just quickly in ternms of, probably the nore inportant

question with regard to the National Forumon Health Care

Qual ity Measurenent and Reporting is what HCFA's rol e is.

HCFA actually is a nmenber there. W are there under a

statutory piece that's called the National Technol ogy

Transfer Act, which allows federal agencies to actually sit

on these standard setting boards with the assunption that

what ever standards they conme up with, with regard to

measur enent st andar ds,

progr ans.

woul d be actually adopted by the
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Now that's a conditional assunption. The actual
standard setting body needs to engage in a consensus
essentially rul emaki ng kind of process, which is a broad-
based unbrella representative of all stakeholders with an
appeal s process, et cetera.

The presunption, though, is if the forumas a
standard setting body conmes up with here's the standard way
of measuri ng mamography rates or whatever it is, HCFA then
woul d adopt that for its prograns.

A simlar nodel is the SEC s FASB nodel. The SEC
sets standards for public capital nmarkets but the reality is
FASB is a private sector with all the accounting firns
sitting there. They cone up with it, SEC adopts it, and
they rarely -- while they retain their statutory prerogative
to differ, they rarely differ if the actual process itself
i s sound and i ncl usive.

So | think the forum quite frankly, is
positioned, if it is sound and inclusive, it is positioned
now as the national standardizing body for perfornmance
measur enent and HCFA woul d | ook towards really to adopt

per f or mance neasures.
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DR. WLENSKY: Thank you very nmuch. W appreciate
the amount of time you were willing to give us.

W w il recess until 1:30. Comm ssioners, |unch
i S outside.

[ Wher eupon, at 12:47 p.m, the neeting was

recessed, to reconvene at 1:30 p.m, this sane day.]
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AFTERNOON SESSI ON [1:46 p.m]

DR. W LENSKY: Can we pl ease get started?

Hel ai ne?

M5. FINGOLD: Good afternoon. W're continuing
our discussion on quality assurance and i nprovenent for
Medi care beneficiaries. This norning we had two panel s, one
focusing on quality assurance through survey and
certification; the second focusing on the work of the peer
revi ew organi zati ons under the sixth scope of work.

What |'mgoing to try and do here is just briefly
go through a little bit of the background of what was in the
paper and just the nature of the projects that the staff is
t hi nki ng we coul d pursue.

Wat we really want fromthe comm ssioners in this
session is guidance, as to where you'd like us to go with
these issues. There's a very broad range of topics covered
in the paper and covered this norning, certainly, in the two
panels. | don't think we could realistically cover all of
the issues that are raised. W'd |like to know where your
particular interests lie, where you think we could focus and

have the nost i npact.
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So that's really the goal of the session.

Just to raise some of the issues that are
di scussed in the paper and are sort of in the outside world
about the survey and certification process, there are
criticisnms and issues raised about the conditions of
participation, specifically that they're not current.

And agai n, people nentioned that this norning.
It's difficult under the regulatory process to keep up with
the state of the art. There's a question again of
consi stency of the conditions across facilities. How are
different things treated in context of maybe hospital COPs
versus SNF COPs. These are sonme of the questions that get
rai sed

Then further, there's a question of how consi stent
are the COPs wth private sector standards, the
accreditation standards.

We t hought that we coul d address sone of those
issues. If you're interested we could do conparisons of
COPs across facilities or wwth the private sector
accreditation standards, and research and conpare to get a

sense of how these things are conparable or not conparable.
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There's al so issues around the enforcenent of
t hese standards, on both the state survey agency and the
private accreditor side. Again, you heard a | ot about the
budgetary issues that relate to states have different
priorities in inplenmenting the standards, sone of those are
budgetary driven. Sonme of those are just internal to the
states, different states have different |icensing |aws so
their focuses are on different facilities.

For exanple, and | think this was raised in the
paper, sone states don't license ESRD facilities. So to the
extent that there's not enough funding, or that there's a
| ack of funding on the Medicare certification side, if
there's no licensing process in the state for a facility,
then they're not getting oversight fromthe state |evel,
they're not getting as much oversight on the HCFA side. So
there's sort of a gap that rises there.

There are questions about the roles of private
accreditors and whether they have a conflict of interest
inherent in the work they do. Again, we heard they're often
cooperative, they' re cooperative projects with the

facilities. They see thensel ves as educators. \Wat about
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their role? They have a regulatory role of sorts in their
relati onship with HCFA, and how do those two things play
out ?

Funding is a big question. Again, that was
rai sed, HCFA apparently is taking a hard look at its
fundi ng, at the funding process for survey and
certification. That's sonething we could take a cl oser | ook
at .

Again, the states and how they are addressed, how
they participate in the funding process. Again, the focus
bet ween | ong-term care and non-long-termcare facilities and
how political issues seemto affect these things.

Just to give you sone context, the FY 2000 budget
request for survey and certification, | believe Rachel said
it was approxinmately $200 mllion for all related types of
activities. M understanding was just for the survey piece
it's about $168 mllion. $121 mllion of that goes to |ong-
termcare facilities and $47 million goes to non-long-term
care.

The PRO program has really evol ved, as you heard

di scussed by Jeff and the panelists from AHQA. From case
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review to local quality inprovenent to nationally
coordi nated projects. It seens like it's conme very far.

The survey and certification process hasn't really
received as much attention and scrutiny as the PRO program
has. It's a range of new projects. The sixth scope is
outlined on the slide.

Sone of the questions that were discussed this
norni ng deal with the paynent error prevention program
Again, this is a question of the role of the PRO and how
that' s being inpl enent ed.

We coul d investigate or research HCFA s revi ew of
PRO activities, how the PROs are being held accountabl e for
their performance at the state |level, and how the | essons
| earned by the PROs are actually incorporated into the
programto get a better sense of that. Again, that was a
guestion | think Gerry was rai sing.

How is this affecting the consuners? Howis this
affecting the beneficiaries?

The funding on the PRO side is determ ned on the
three year -- for the three year sixth scope of work, it's

approximately $840 million. That includes not only the PRO
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contracts but supporting contracts, so |like data rel ated
things. That again is the three year total.

That noney doesn't cone out of the appropriation.
Survey and certification is funded out of appropriations.
PROCs are funded fromthe trust fund dollars. So there's a
very different process that we could | ook closer at if you'd
be i nterested.

Finally, the question of coordinating the quality
assurance/quality inprovenent efforts. Are the goals
conpati ble, the PROs and the survey and cert goals? Should
they work together? Can they work together? Are there any
barriers to their cooperation? Sone of those issues involve
dat a exchange. How much data can go fromone to the other
and what are the inplications of that?

Essentially, we just want your feedback, so I'l
just leave it at that.

MS5. ROSENBLATT: Com ng from sonmeone who doesn't
know t oo nuch about this, first of all, thanks for witing
this stuff well and arranging for the panels.

| was just struck by how old the conditions of

participation were. | think that if you could sonehow
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prioritize that in the work effort, that seened to ne to be
a real need.

DR LONG | don't know if we could actually
influence this at all, but I certainly don't understand, at
this point, either the history or the politics of having
t hese very disparate nechanisns for the funding. Sone
things are the vagaries of annual appropriations and ot her
t hi ngs have at | east the sem -permanence of trust fund
basis. In the sense of overall programintegrity, ny naive
perception is that logically it ought to be a trust fund
responsibility. But |I'd certainly like to know nore about
t hat i ssue.

DR. WLENSKY: Let me raise a question. | thought
the information that you provided through the paper, which
t hought was a very good sunmary of the issues, and also the
panel s that we heard from raised a |lot of interesting
points and interesting issues. But when you tal ked about
sonme of the suggestions for future work, | think this may be
bui I ding on what you just said.

| think that it would be nore useful for us to try

to step back and provide nore phil osophical discussions
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about what we think would be appropriate ways to integrate
the various activities. Wat would be appropriate in terns
of standards in a broad sense across the board, rather than
| ooking at nore technical issues which really seened to ne
to be HCFA' s purview and not sonething where we really
either bring expertise nor do we want to duplicate their
efforts.

And so, in ternms of |ooking at sonme of the
mechani snms for overseeing state |icensing agencies and
deenming to see that they are consistent with the goals, that
seens to nme to be getting very narrow and specific, and
sonmet hing that we ought to basically turn back to HCFA.

But the issues that are raised about deem ng and
consi stency and general appropriateness of resources set
aside for these areas, the issues of process versus
outcones. Mary and Wody both rai sed questi ons about
staffing ratios which tend to nmake this particul ar econom st
very uneasy about putting into statute or regul atory
requi renents staffing ratios that may well reflect sone past
year's way of doing sonething, as opposed to having

strategies that | ook at outcones.
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And when you see troubling outcomes and work
backwards to see whether or not there are problens with
regard to the particular conbinations of input and processes
that sonme pl aces have chosen to adopt rather than to say
every single structure nust have six of that and seven of
sonething else and 14 of a third type. It really doesn't
seemto be very hel pful

But it struck nme that the very interesting series
of issues that you have raised in the front part of the
di scussion that our scope of work really ought to be to try
to provide sone thoughtful comment about how these relate to
the other chapters that we do on quality and out cones,
rather than to focus on these very narrow technical issues
where | don't really we think we bring nuch to the table.
And besides, it strikes ne nmuch nore sonebody el se's problem
and scope of work.

So | don't know whet her others feel that way, but
t he general wal k-away comrent that | had was that.

DR. WAKEFI ELD: Gail, could I just conmment on the
staffing ratios? | want to make sure that what | said

wasn't msunderstood. | was using it as an case in point,
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as an exanple that sone states now are westling with this
i ssue of staffing, not to suggest that | personally feel
that that is the road to go.

As a matter of fact, on an IOMconmttee that |
serve on, just last week | was basically advocating agai nst
it at this point intime. But rather to say that that's an
i ndi cator, one indicator, along with the data that |
presented fromthis risk managenent conpany, to suggest that
sonething is going on in the organi zati on and delivery of
that care that's potentially quality can be conprom sed. It
m ght be related to the staffing m x, but whether or not you
come in and regulate the staffing for facilities, I'mnot on
board that ship yet.

DR. WLENSKY: But it strikes ne is that what we
can really bring are these broader discussions as opposed to
getting, | believe, into sone of the very narrow i ssues
whi ch are HCFA's purview by statute. |'mnot sure that we
bring an expertise to the table on that. Again, this is
just ny reaction to that.

DR. KEMPER: M reaction was simlar, and actually

wondered if we could do sonething on data for nonitoring
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quality and how that m ght be used in an effort to inprove
quality in the fee-for-service side, particularly sone of
the data that are starting to becone avail able from MDS and
OASIS, tothink alittle bit about broader quality
i nprovenent efforts.

| guess in that regard, | wondered if you could
comment on how this year's work plan relates to the work we
did last year and the chapter we did |ast year, which had
sone fairly | thought provocative ideas about where to go
and assuring quality. | guess it's related, it's quite sone
di stance fromthere to conditions of participation, and so
on.

M5. DOCTEUR: Last year you ended up with one
chapter that provided what | thought of as sort of a
framewor k for thinking about what sorts of structures and
processes needed to be in place or were currently in place
or were being devel oped in HCFA to assure and i nprove
safeguard quality and to enpower consuners to address
quality. You |ooked very broadly at what exists now and
what might exist in the future in fee-for-service and

managed care, and nade sone recomrendati ons designed to try
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to equalize attention being paid. That was a very broad
chapter.

In addition, you had chapters on errors, of
course, in consumer information.

Thi s year our thinking about how to proceed in the
wor kpl an refl ects sonme conmmi ssioners' comrents that while
t hey thought that work was useful, there was sonme rea
interest in getting down to sone of the nore specifics and
being able to make sone nore very specific detailed
recommendat i ons about inproving quality in certain areas.

To that end, we're trying to bring you work first
that's focused on quality inprovenent and assurance systens

in two specific service sectors, end-stage renal disease

whi ch you' Il hear about this afternoon, and the post-acute
care arena which you'll hear about at your next Novenber
nmeet i ng.

Hel aine's work here is designed to address sone
guestions that were raised at your retreat this sumrer
regardi ng what has happened on the PRO scope of work and
sonme very dramatic changes that have been underway recently.

So that was designed to bring you sone information
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And al so, the survey and cert process which has
been subject to a great deal of policy interest recently,
wi th some recent reports that have been issued.

So we wanted to bring you up to date with this
information and to see whether you were interested in
pursui ng sone of the policy issues that have been raised,
with an idea to making sone recommendations. So that's
where we've been and where we're going.

DR. KEMPER That's really hel pful. Just one
thing on the nore specific level, is this notion of
targeting and the fact that you don't need 100 percent
survey in one sector, and in the other sectors |I don't know
whet her 10 or 15 percent is too low. But whatever it is,
you coul d benefit from having sonme neasures to target where
that's done. | guess that happens at the state |level, but
sonme t hought about that m ght be useful.

DR. MYERS: | wanted to bring up just a couple of
t houghts for you to consider as you nove forward with this
area. |, too, thought the material was well done.

One, we've heard this norning sone coments

regarding the lack of internediate sanctions, the |ack of
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avai lability of internediate sanctions. [|'m wondering
whet her or not there ought to be sone consideration to what
the pros and cons m ght be.

| think that with respect to the question of
staffing ratios, that we seened to get back on here a m nute
ago, that staffing ratios don't necessarily need to be a
requi renent. They can be used in those situations where
there is an indication that there is a problemthat results
fromthem And they could be, for instance, an internediate
sanction inposed upon a facility that's failed to
denonstrate quality of care in a proper way for a period of
time.

So there are a variety of ways to think about
staffing ratios, and that m ght be one area that they could
be used.

The second part 1'd like to ask us to think about
as well is the role of the public in oversight and quality
i ssues. How does the public want to eat its quality
information? |I|s the web site that we heard about the right
way? Are there better ways for the public to get easy

access to the information about quality? And what rol e does
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the public have in providing reinforcement of high quality
or information on suspected low quality? And what their
seeing with respect to their |loved ones that are in
facilities. And how m ght we inprove their ability to have
input into that?

So | would ask you to consider possibilities
outside of just the PRGs and the entities that you' ve got
listed in the paper.

MR. SHEA: Two suggestions for high priority in
terms of the work, given resources. One is, | would suggest
we | ook at the quality assurance end of the spectrum not
the quality inprovenent, in general. Because | think what's
happened here, and was illustrated by the first panel, is
that there has been a major nove towards quality inprovenent
mechani snms, the Joint Comm ssion changes, and | think to
good effect, Jack's comments are ones | think you' d hear
from providers around the country.

But I"'mafraid in the process that we've | ost the
question of who is assuring the public that the basic
standards are being nmet here, when you | ook at the patient

safety issues and so forth. | think there's a big
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di sconnect.

And | thought it was very revealing, Rachel at one
poi nt said about the survey and certification process as
being a regulatory process and they do that through state
agenci es or through the deened status arrangenent.

The Joi nt Conmmi ssion does not consider itself a
regul atory body. 1In fact, they bristle at the idea. They
are nmuch nore confortable with the quality inprovenent and
that's where their efforts have gone.

So this is a big disconnect, | think.

M5. FINGOLD: And that was highlighted in the IG
report.

MR. SHEA: Precisely. That was the point we were
getting to at the end of the discussion. So that's the
first thing.

The second thing, this is alittle bit contrary to
what | just said, but if there were tine, | think Wody's
point is an excellent one about what is the interface
bet ween consumer use and all of this data that's being
devel oped? O is there one? | happen to think there is if

we just push it hard enough here, and that we're begi nning
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to see sone devel opnents init.

Those are the two things. And since other people
have spoken on staffing, I'll just say on behalf of the
harried nurses who we often tal k about when we have our
productivity discussions, | think we ought to do sonething
about the staffing situation.

DR. NEWHOUSE: Here's sone assorted reactions.
One is, | learned quite a bit fromreading this. This was
kind of a dusty corner that | never knew nmuch about.

t hought just actually putting this out there in a nore
accessi ble formwas probably a service. Sone of it seened
kind of self-evident, that if we were only updating these

t hi ngs, however infrequently we were, that sonmebody ought to
take a look at it.

One nore specific thing that occurred to nme was
whet her there was any way to think about differences in the
survey cert function across the sectors. | mean, obviously
we heard about the long-termcare rest of the area
distinction. But it wasn't obvious to ne that the survey
cert for the same anmount of resources in the facility would

work equally well across different types of facilities.
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Maybe it would, but | thought naybe sonebody who knew nore
about this area than | could think about that.

|, at least, continue to have big m sgivings about
putting the enforcenent function together with the quality
i nprovenent function in the sanme agency. | just think
that's an invitation to trouble.

DR. ROAE: Why? That's the second tine you' ve
said that. It doesn't seemright to ne either, but --

DR. NEWHOUSE: Well, in the inprovenent agency you
want -- well, all of this discussion about the penalty free
zone and reporting. Oherwi se, you'll just get conceal nent
of errors, mstakes, et cetera, et cetera, if the sane
person that's doing the quality inprovenent is doing the
regul ati on.

| nmean, that was what | took fromall of the
di scussi ons about reporting near msses to NASA of al
pl aces, instead of the FAA. | nean, | don't know that it
made any difference if it was NASA, but it was not the FAA
That seens right, feels right.

DR. ROAE: W have the same problemin the

institutions because we have major interests. W, Dr. Loop



10

11

12

13

14

15

16

17

18

19

20

21

151

and us, all of us, have a major interest in reducing error

and increasing safety and there's a ngjor initiative around
the country. Dr. Kizer had one in the VA and there's a | ot
of interest in this and sonme interesting work. Dr. Lucien

Leap and his col | eagues.

But in order to reduce errors, we have to detect
them And the sane people in the institutions that are
detecting themor reporting themare at risk for being
criticized or punished for having nade the errors. And so
it's very --

DR. WLENSKY: That's the point.

DR RONE: And | just wanted to meke that clear
That's a very significant problemnot only to the agency,
but it's also a significant problemfor the institution
that's providing the care. Unless you had another whol e
structure of people who were nonitors or sonething, and we
can't afford that.

DR. NEWHOUSE: | don't know what to do about the
intra-institutional problem

DR. ROAE: You nust have the sane problem right?

DR. LOOP:. W have the sanme problem Qur problem
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in all these quality assurance neasures is, of course, the
cost of mning out the data. The cost of quality assurance
is one area of resistance that you get from hospital
adm nistrators, is that it costs a |lot of noney to m ne out
the data. Jack's right on target.

DR. NEWHOUSE: | don't have an answer for you,
Jack, but this would seemto conpound the probl em

DR. ROAE: W have a problemon both sides. W
have the problem at the agency side and in the institution.
" mjust |ooking for sonme advice.

DR. WLENSKY: This strikes me, the direction that
woul d be nore useful for us to go would be to have
di scussions of these issues, as opposed to going on to the
various specifics of looking at nmonitoring details with
regard to state certification and surveys, et cetera.

| think these are exactly the areas that nmaybe we
won't end up having anything useful to say, but to the
extent that we can try to think about these issues and cone
up with various strategies, this is an area that is not
specifically handl ed by other agencies. So | would

encourage us to focus on thoughtful discussions of howto
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try to account for these conflicting areas, objectives.

DR. NEWHOUSE: The third area I'd bring up, this
really stinulated by Wody's remarks about consuner
information. Wody in Mchigan and | in Massachusetts have
both been involved with surveys of hospitals to get at so-
called patient reports, or the Picker surveys. These are
not satisfaction surveys because they try to get patients to
report objective things that could relate to the quality of
care, such as were you told about possible side effects upon
di scharge? What kind of follow up?

Were you told what signs you should | ook for, that
you shoul d cone back and seek care? How fast did the pain
medi cation get to your bedside? If you wanted enoti onal
support was it available? Things that, in general, it's
felt patients can report about, as opposed to nore technical
qual ity of care.

There's actually quite nationally these surveys
have been done, the last | knew of, in 300-sonme hospitals.
There's quite a range in performance on these neasures.
Wil e those woul dn't necessarily be decisive in any kind of

choi ce, these have been publicly released in Massachusetts,
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the scores for each hospital. It seens to have generated a
considerabl e effort at inprovenent on these scores on the
part of the hospitals.

We'l|l see, because we're going to do a re-survey
next year, but certainly hospitals are reporting that
they' re undertaking efforts to change these things.

Thi s goes obviously beyond Medicare but it seens
tome, if we're tal king about naking information avail abl e
to consuners, sonme kind of what is the patient's experience
in the hospital, as opposed to our nore traditional process
measures of care, would be a useful adjunct.

DR. LAVE: Sone of these comrents overlap a little
bit. 1 like the idea of |ooking at the general issues. The
subsequent remarks are sort of being driven by ny one
experience in this, which was the nursing honme one. That
has to do with, again, the issue of deened versus
accreditation standard and whether or not that ought to vary
by the type of institution.

The second issue is a different type of a consuner
related i ssue, and that is how the patients who are nost

i npacted by what's going on are involved in the quality
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i nprovenent processes. | think that one of the reasons |
think it became so inportant for the nursing honmes is people
live in those nursing homes. So they're in this environnment
forever.

There are other environnents for which this is
true. The hospice center, the ESRD, they're sonmewhat
different fromclinical |abs where you would bring people
in.

So this is another variation on the patients, but
| do think that the patients or consuners or clients,
what ever you call these people, have a |lot to tell about
what is inportant to them | just don't know how they are
used in this process, so as we're reviewng this | think
that is sonething, in fact, to take into consideration

| think that the relative enphasis on quality
assurance versus quality inprovenent is again another issue,
because it's very inportant how the Institute of Mdicine
studies really totally change the way we want to think about
it. It may all be to the good. | don't know. Maybe the
enphasis on quality assurance was wong and quality

i nprovenent is right. But there probably is a balance and |
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t hi nk sone idea of what that bal ance should | ook Iike.

And maybe whether or not that's a nore inportant
bal ance for different types of care systens. | nean, you
may not say the sane thing for hospitals that you would say
for nursing hones, or that you would say for things where
the person is in a less protected environnent. The hospital
is a pretty protected environnent. Wen you're in your own
home, that's not a very protected environnment. Just a
coupl e of thoughts.

MR. MacBAIN. Just to follow up on what CGerry was
saying, in terns of the neans of delivering information, but
al so consi dering who the audience for quality information is
and whether the content is appropriate for the audience. W
were tal king earlier about nursing hones, where the audi ence
is probably the famly of the beneficiary and they get any
kind of information that's useful to them

Whereas, for acute care, the critical audience may
wel | be physicians and are they getting information that
they can act on? | renenber vaguely there was a study about
whet her physi ci ans were using the kind of information that

New York or Pennsylvania reported and it didn't seemto be
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having any inpact on referral patterns either, so it's just
that sense of it's not just the beneficiaries, but there are
al so key surrogates who have a | ot of influence over how
quality information is used.

M5. RAPHAEL: | agree with taking a nore
conceptual and broader approach. | think the main issue for
me is even if you |l ook at quality assurance, if you do a
survey once a year which was the best, the nursing hones
m ght get surveyed once a year and others m ght get surveyed
once every 10 years. To ne, fromthe point of view of the
Medi care program how do you assure quality when you're only
comng in two days and there are 363 ot her days?

So you have to look at the system to ne, in a
broader way. That neans, to ne, how do you nake an
institution value quality and want to institute quality
itself? And what are the rewards for doing that? Because
one is nmaking sure you are at the mninmm But nore
inmportantly, is how do you raise the bar? How do you nmake
sure that in five years overall the level of quality is
hi gher for the dollars expended on all these different

efforts?
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Ri ght now paynents are not, as far as | can see,
at all attached to quality. W've talked about this in sone
ot her venues. So that there is no reward for really doing
nore than you're required to do, for exceeding the
conditions for participation, for really investing in better
outcones. So there has to be sone way of | ooking at all of
t hat .

| also agree, | think it was Joe who nade the
point, that we need to look at this differently for
different sectors of health care. | don't think there is
one sort of broad-brush approach that will work. Wen there
were problens with home health care quality, one of the main
i ssues was how | ow the entry requirenents were, that you
basically could be licensed in the course of a day or two.

So | think that we do have to look at it sector by
sector and what will work in nursing homes m ght not be the
ri ght approach for the other parts of the system

DR. WLENSKY: | think we ought to go on. W're
about 20 m nutes behind. Do you have enough sense of how to
proceed?

MS. FINGOLD: W have a few things and we can cone
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back for additional information.

DR LAVE: | just wanted to say that | had the
sanme concern that Joe had and | think other people did about
putting the error thing into the PROs. Here you're going

down, quality inprovenent, quality inprovenent, quality

i nprovenent, and then errors. It just struck nme a being
very discordant. | thought that Joe's question was
terrific.

DR. WLENSKY: | think this is really the

direction we'd like to see this area go.

DR. LAVE: |1'd like to make sure that that really
is in there and see how ot her people feel about it.

DR. WLENSKY: |If we can be sure that each of the
presenters limts their cooments to 10 m nutes api ece, so
that we'll have adequate tine for discussion.

MS. RAY: Your |ast panel of the day is on quality
assurance and quality inprovenent activities in the end-
stage renal disease program The first speaker will be
Louis Dianond, who is with the MEDSTAT Goup and is a
nephrol ogi st and active in nunerous renal associations. He

will give us a broad perspective on Q¥ Q activities in
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ESRD.

Qur next speaker will be Dr. Derrick Latos, who is
representing the Forum of ESRD Networks, who is also a
nephrol ogist. He will speak nore specifically about the
role of the networks on quality inprovenent and quality
assurance.

Qur | ast two speakers, Wayne Ni x represents the
Nat i onal Ki dney Foundation, Famly Patient Council. John
Newmann is fromhealth Policy Research and Anal ysis. They
both represent the consunmer perspective, both being end-
stage renal disease patients.

DR. W LENSKY: Thank you. Wl cone.

DR. DI AMOND: Thank you very much. | appreciate
the opportunity of being here. | have submitted witten
comments and, in fact, have resubmtted them agai n today.

In the interests of quality assurance and quality

i nprovenent, there was a system problemin ny office. And

in addition, | take responsibility for the first subm ssion.
| will not read ny coments. They are for you to

review and they are on the record. But | did want to nmake a

coupl e of introductory conments.
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Firstly, I have listed ny various affiliations in
the very first paragraph, but today I'mrepresenting nyself
and | feel rather free to do that, and it's an exciting
opportunity.

Secondly, the programlists ne as a Ph.D. and MPH
and | amneither of those. | ama sinple physician,
nephrol ogi st and general internist.

And a final disclosure, given that it's just after
unch. | am from Washington. | live in the Washi ngton
nmetropolitan area, and this is not neant to be a partisan
comment but I, in fact, have not used drugs in the last 24
hours. If you want, it could be the |ast week.

|"mgoing to share with you an overview, a
framewor k for thinking about a quality neasurenent and
i nprovenent programin the end-stage renal disease program
|"mgoing to briefly describe for you, but not spend a | ot
of time, my personal assessnent of the current state of
gqual ity assessnent and i nprovenent in the end-stage renal
di sease program and wll be spending the bulk of ny tine
just sharing with you a couple of high | evel recomendations

for your consideration about what steps you can take,
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MedPAC.

Il will tell you up front that | amoffering in ny
witten cooments a bl eak view of the current state. And
again in the interest of quality inprovenent, | want to
comend Jeff Kang and his staff at HCFA for the work that
t hey do under consi derabl e pressure and restraints.

The bl eakness of ny personal assessnent is, in
part, part of ny nature, although | aman optimst. But |I'm
very much involved, in nmy daily life, in quality nmeasurenent
and quality inprovenent. | see significant problenms with
what we are currently doing and the |lack of a plan going
forward

| al so see significant opportunities, which is
anot her reason for "articulating” the bl eakness of the
current state.

Thirdly, it is self-evident that we have a
vul nerabl e patient population that are being served in the
end- st age renal disease program so it's nore incunmbent upon
us and society to provide the kind of neasurenent and
qual ity inprovenent infrastructure and quality assurance

program
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And finally, the notion that, in fact, we have
significant elenments of the programin place, including the
exi stence of the networks, provides us this added
opportunity for dealing with the current gap that it is ny
judgnent that is occurring in the end-stage renal disease
program in regard to quality nmeasurenent and quality
i nprovenent .

So let me start by just sharing with you this
di agram which was not displayed in the Presidenti al
Advi sory Conmmi ssion on Consuner Protection and Quality in
the Health Care Industry. What | did was extract what |
believe, at least, to be the najor elenents of a quality
agenda. And | believe that these are applicable to al
prograns and to the end-stage renal disease programin
particul ar.

The el ements are displayed for you, and you've got
this in your handout. |'d just highlight a couple of
points, if | could. Nunber one, there are multiple elenents
and there's no easy fix to putting in place a quality
measur enent and qual ity inprovenent program Each of these

el enents is inportant.
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Secondly, there are sone arrows that are
connecting these various elenents, as you can see in the
overhead and in your handout. The connections are
inmportant. These are all connected. | nay not have
included all the arrows that are needed and all the
connecting points.

What is not shown in this diagram but could be
articulated, is the sequence of how we inplenent these
vari ous conponents, because there are sequencing issues that
need to be dealt with. That gets into much nore detail than
| think we want to get into today.

So let me just |leave that with you because |
believe that follow ng that road map and conmtting to sone
of those elenents in a planned and organi zed way woul d serve
the end-stage renal disease well. And | think that MedPAC
can provide sone | eadership for the community and for HCFA
in particular.

The second section of nmy witten presentation is
an assessnent of the state of the quality nmeasurenent and
quality inprovenent programin the end-stage renal disease

program You have before the diagram the side-by-side
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which is a scoring systemthat | put together. |It's pure
judgnment on ny part and, in part, is being alittle
provocative. But again, |I've shared with you sonme of the
reasons why | take a reasonably bl eak view of what is going
on.

So let me close then, in the last four mnutes or
so that | have set aside here, for sonme high | eve
recommendati ons for your consideration. Firstly, | think
t hat encouragi ng HCFA and the private sector to further
enhance the building of an information infrastructure and
all its conponents is going to be essential going forward.

| specifically want to highlight the issue of
facilitating the |inkage of patients to the dialysis
facilities and the dialysis facilities to patients and to
physi ci ans and vice versa. This would fundanental ly change
the kinds of interactions that are possible for patients who
are chronically ill.

Rel ated to that, inplenenting in a dialysis unit
sone point of care decision support tools that woul d
facilitate avoiding some of the errors in nmedicine, such as

drug-drug interactions and dosing issues -- and you had sone
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di scussion earlier about that -- is emnently feasible
within a dialysis unit, given the way it is structured.

Secondly, | think it's going to be inperative
going forward that we expand on the current neasure of
performance nmeasurenent systemthat is currently on the
agenda. As you know, there is significant work going on and
you' ve heard about that and you'll probably hear it alittle
| at er today, about the conversion of DOQ guidelines into
performance neasures, the NKF clinical practice guidelines,
and the core indicator project.

These are all very nuch focused on the dialysis
procedure. The patients with end-stage renal disease have
co-norbid conditions. They have hypertension. They have
di abetes. They have coronary artery disease. And they have
the need for preventive care and we're only doing a little
bit of work in that area.

There is no reason why we ought not to be
expandi ng the neasurenent system for quality neasurenent and
quality inprovenent into those areas.

In addition, an adverse event reporting system

needs to be vigorously explored and coul d be enbraced under
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a quality neasurenent system Hopefully, the IOMs report
that is due shortly will help us focus on how that can be
done.

Thirdly, we've got sone significant problens in
engagi ng patients in their care. W don't have a national
initiative to survey patients, as far as | know. There are
sporadic efforts in the private sector. The provision of
information to patients to facilitate their decision naking,
both clinical decision making as well as choices of
provi ders and others, is rudinentary best. The current
effort needs to be expanded and we need to | ook nore
carefully at what kind of information we ought to be
provi di ng before we rush off and provide that kind of
i nformati on.

Fourthly, given the structure of the end-stage
renal di sease program and the current significant presence
of the private sector delivery system-- | don't mean only
physi cians, | nean the dialysis chains, the need for
partnershi ps between the public and private sector is
i nperative. And again, | think that this is sonething that

MedPAC coul d focus on.
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Fifthly, the quality nmeasurenment and i nprovenent
program currently under the networks is essentially funded
only by HCFA and the Congressional mandate that requires
that. The Medicaid program provides no funding for their
activity, nor does the private sector. | think this needs
to be | ooked at significantly. You know better than | what
the percent of patients are that are currently in the
program including the private sector patients who are
covered by Medicare as secondary payer for the first 30
nont hs.

Putting together an integrated programw th nore
i nnovative fundi ng sources woul d be sonething that needs to
be expl ored.

You have spoken before about research and there
are serious gaps in the research funding in nephrology, in
general, in ny judgnent, and in end-stage renal disease in
particular, to the extent that the majority of the current
research funding is directed at NIH, N DDK type research
The translation of our findings into practice is not being
vi gorously explored and there are great opportunities here

for doing that.
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Finally, the devel opnent of a plan with
increnental inplenmentation is sonmething that this conmm ssion
coul d pursue wth sonme vigor

| thank you for your time. |'mabout 30 seconds
over time. Thank you.

DR, WLENSKY: Dr. Latos?

DR. LATCS: Good afternoon, Dr. WIensky, and
ot her menbers of the Conmi ssion. As Dr. Dianond has pointed
out, some of us do better than others in terns of putting
hard data together in terns of quality inprovenment. |
apol ogi ze for the typo on the front of the handout that |'ve
provided for you. | recognize this is a comm ssion and not
a commttee, and | recognize that that was ny error, not ny
secretary's.

| have provided witten testinony for the
comm ssion today and | will not read verbatimwhat's in
there. | think much of what | have described in that paper
actually has al ready been presented in part by Dr. D anond,
not because we're sitting together but | think many of us in
the community that have been practicing nephrol ogy for 20-

pl us years recogni ze and parallel that sonme of the issues
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that are really before us as chall enges and opportunities,
we' ve been tal king about for a long tinme. So there will be
sone parallels, | think, in what I'mgoing to say.

| think it's inmportant to recognize a little bit
about what I'mgoing to talk about has to do with the
network structure that we currently see oursel ves worki ng
with. There's a background that's relevant, | think, to
just review very briefly.

The original network coordinating councils were
established in 1976. The purpose or the charge for the
original councils was to assure effective and efficient
adm ni stration of the benefits ascribed to the ESRD
beneficiari es.

There were two bullet points, and | actually read
the original that this canme from ©One had to do with
devel oping the criteria and standards relating to quality
and appropri ateness of patient care. The second, that
stands out for today's discussion, was to identify
facilities and providers that were not cooperating toward
nmeeti ng network goals and assisting facilities in doing the

ri ght thing.
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At the beginning, many of these initiatives were
really focused on having patients select the proper nodality
of care. The initial days were really centered in trying to
get facilities and networks to get the infrastructure put
into place to collect data, |let alone begin to analyze it.

But things changed and in 1986 those original 32
network councils were restructured into what we currently
have as 18 ESRD network organi zations. | think that has
gi ven us an opportunity to really change the structure
because that's exactly what's happened, not just in
structuring, but the purpose of the network organizations in
the last 10-plus years has really been to assist providers,
dialysis facilities, and the staff who work in them in the
techni ques of really analyzing and exam ni ng what they're
doing, and | refer to the techniques of quality inprovenent.

It's been a real challenge to take a group of
provi ders, physicians included, who really had very little
basic training in how to neasure what we do. Dialysis units
are unique in the health care sector because we deal often
wi th popul ati on nedi ci ne, unlike the one-on-one encounters

that nost cardiologists and famly practitioners deal with
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in their day-to-day activities. Nephrologists and their
staff really have an opportunity to see what Kkinds of
deci sions they nmake not on a one-on-one, but actually for
the entire population that they care for.

So being able to exam ne patterns of care really
gives us a chance to nake sone definite inprovenents, and we
have seen that.

|"mgoing to focus on sone key areas that have
been posed to nme to deliberate for you. One of those has to
do with the role of the networks in this thing called
qual ity assurance and quality inprovenent.

It's very inportant to recognize that the networks
have been designed to really focus not on the quality
assurance piece, the external review so nuch, as one of
focusing on quality inprovenent nethodol ogi es.

There's a very different approach. You know this
certainly better than nost of us do. W'IlIl talk nore about
that a little bit later, but |I believe that both these |inks
are essential for the appropriate and quality oversight
programthat has to be in place.

Net wor ks have, in fact, focused, to a large
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degree, on quality inprovenent. Certainly over the |ast 10
years we've seen that. But that doesn't nean that the
external oversight necessary has not been in place. In
fact, there are agencies at the state survey office and to
sone degree the PRGCs that have been providing a very solid
oversight to make sure that facilities are properly
Iicensed, that they are nmeeting m ni num standards, however
t hose are to be determ ned.

There are sone gaps, as Dr. Di anond pointed out,
in what we need to be doing to assure not only that we
continue to inprove at all levels, but that no one who is
receiving care in these facilities, is going to be receiving
i nappropriate care, particularly as patient safety is
concer ned.

A second area has to do with the proposed scope of
work that the networks are going to be working in. The new
scope of work has not yet been fully conpleted, so we don't
know for sure what the networks are going to be doing,
except across the board | believe that the networks envision
a much greater conponent of quality inprovenent activities.

The patterns of projects that have been exam ned to date
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have been somewhat limted, and | think that across the
nation there are opportunities to enhance the kinds of
things that we need to be | ooking at.

Net wor ks are regional in nature and problens are
often regional in nature. Wile there is an inportant issue
of trying to get sone basic generalized quality inprovenent
projects underway, there are areas that the networks need to
be working directly with the facilities in their regions and
focus on areas that are of |ocal inportance.

The bottomline to that is that we certainly
expect that with nore and nore involvenent in assisting the
facilities in doing the right kind of quality inprovenent,
that's definitely going to translate into i nprovenents in
pati ent care.

The networks, | believe, have enjoyed a strong
relationship with HCFA. As you're aware, each network
organi zation has a contractual obligation to HCFA. The
net wor ks are i ndependent contractors and have very specific
del i verabl es that nust be provided and nust be net. But
there are sonme other areas that | think warrant sone

di scussi on.
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| won't elaborate on them because |'ve done that
in the witten paper, but the two that Dr. Di anond pointed
out, the core indicators project and nore recently the CPM
initiative, | think are two exanples where there's been a
very strong col | aborative rel ati onship between the networks,
ot her agencies, and certainly w th HCFA

There have been sonme very inportant things that
have occurred as a result of the core indicators projects.
As you probably renenber, there have been a nunber of arenas
t hat HCFA deci ded that needed to be exam ned across the
country. Anong these, the adequacy of henvodi al ysis and
peritoneal dialysis and anem a nanagenent probably have
recei ved the nost attention.

The early reported years, in the '94-'95 sector,
showed very dismal performance in many of those areas. W
recogni ze that, but there have been docunented and
substantial inprovenents across all networks every single
year. Even the facilities and the providers that have been
performng at the highest |evels have continued to show
i mprovenent .

We think that's partly because of the feedback
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that the networks have been able to give directly to the
providers. Being able to see where one is relative to our
peers has been very, very inportant. Unlike other areas of
nmedi cal practice, nephrol ogists are seeing where their
responsibilities are playing out.

There are coll aborative projects with sonme PRCs
that are already underway and | think there are nore that
are planned. Sone of these certainly tie in with the PRGCs
activities under their own scopes of work.

Sonme exanpl es would include activities to decrease
conplication anong diabetic patients, and certainly anything
we can do to inprove vascul ar access outcones is going to be
a very inportant point, since vascul ar access conplications
are responsible for the majority of hospital adm ssions
anong these dialysis patients.

The role of the state survey offices nust be
examned in nore detail. Again, survey offices have to do
with that quality assurance piece. They are the
organi zations that assure that facilities are properly
i nspected, that they do nmeet certain mninmm standards.

There is an issue that we need to exam ne and t hat
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is how one shares the data. The data that the survey
of fices collect and the networks collect are often froma
common pool. W do share data.

But there is a concern that is very problematic in
sonme areas and when data is collected, if it's collected for
quality inprovenent initiatives, it's often provided in a
very open-ended pattern. |If one expects or anticipates that
punitive action may be taken in result of that data
delivery, there may be a different perspective. | think we
just need to keep that in mnd.

There have been a nunber of relationships with
patients and facilities that the networks have | ong fostered
and patient education, nechanisns of handling patient
gri evances, and things of that sort are regularly part of
the networks table of activities.

We'll get into nore detail of that, perhaps during
t he question period.

There is a question that's been posed to us about
the accountability of the networks for facility outcones.
While that may sound like a very sinple task to deal with

you have to consider that it may not be appropriate for the
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networks to be held accountable for what happens in
facilities thensel ves or even with specific patients.

The mandate originally, and which |I think has been
carried on, is so that the networks have to assure that the
facilities have the right nechanisns in place. The networks
have continually provided the support and the tools to
exam ne various paraneters, both for intermedi ate and | ong-
term processes and out cone neasures.

The networ ks, however, are responsible for very
specific contractual obligations. These have to do with
nmoni toring and nmeasuring clinical indicators as determ ned
by HCFA, nmintaining the database of Medi care beneficiary
information for quality inprovenent activities and ot her
t hi ngs deci ded by HCFA, and a nunber of others that are
highlighted in this witten paper.

Two points | want to nake about funding of network
activities, and again this is described in nore detail, is
t hat each network organi zati on nust provide a specific
proposal to HCFA for funding. To the degree that those
el enents are nutually agreed upon, funding is obviously

provi ded.
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But as Dr. Dianond pointed out, with the extension
of the Medi care secondary payer provisions to 30 nonths, a
greater and greater proportion of people undergoing dialysis
at any one tinme are non-Medicare beneficiaries. The tine
and the work that the networks operate under to continue to
work with that data creates difficulties oftentimes, and |
think that just needs to be considered in the whole
di scussi on of any future funding.

The bullet points that | want to | eave with you
have to do with very sinple things, | believe. One is that
we're hoping, and | think anticipating properly, that the
MedPAC wi |l continue to support the networks in our quality
i nprovenent initiatives.

Secondly, the role of the networks in providing
education and information both to patients, providers, and
ot her agencies is critical and, according to Dr. Dianond' s
points, in terns of maintaining the infrastructure for data,
it's a critical issue. There has to be inproved interaction
bet ween networ ks and ot her organi zati ons, especially PROs
and even managed care organi zati ons.

Lastly, we're asking that you recognize and
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encourage i nplenentation of a quality oversi ght systemthat
recogni zes and puts power into those two armnms, one being the
role of quality inprovenent and secondly, the external
pattern of quality assurance. Those two nust work in
concert, and | do not feel that they can be within the sane
organi zation. W have nechanisns in place to deal with

t hose.

"1l stop now and | appreciate your tinmne.

DR. W LENSKY: Thank you. M. N x?

MR NX |I'mWayne Nix and I'mfrom M chi gan. |
am chairman of the Patient and Fam |y Council of the
Nat i onal Ki dney Foundation. |[|'ve been a kidney patient for
26 years. | was on henodialysis for 17 years and while on
henodi al ysis worked as a teacher and football coach and then
received a transplant in 1991.

| appreciate the opportunity to provide comrents
to the comm ssion regarding the role of Medicare and ESRD
qgual ity neasurenent inprovenent and assurance efforts.
speak on behal f of the 10,000 nenbers of the Patient Famly
Council who really represent a cross-section of the patients

fromacross this nation, and also the 30,000 |ay and
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prof essi onal volunteers of the National Kidney Foundation
who cone fromevery part of the country and every wal k of
life.

Let ne begin by acknow edgi ng the fact that we
have nmade sone positive strides. W've just listened to the
fact that there are problens, and yes there are. But we
have made sone positive strides in the care of ESRD
consuners in the United States throughout the '90s.

W' ve seen the standardized nortality rate drop
from about 25 percent. W' ve seen the anem a control
i nprove and we've seen albumn levels rise.

This has been a result of the inplenentation, I
bel i eve, of the HCFA core indicator and al so the Nati onal
Ki dney Foundation dialysis outcomes quality initiative
gui del i nes.

As a former nenber of a consunmer commttee and
medi cal review commttee of Network 11, an opportunity open
to only a handful of patients, and whose effectiveness
depends upon the assertiveness of that individual and the
ci rcunst ances during which they happen to serve, I'd like to

address the efforts of the network as they pertain to
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enhanci ng patient participation and strengthening the "hand"
of the consuner.

The networks invol venent, froma patient
perspective, varies fromregion to region and usually
i nvol ve any one of a conbination of the follow ng
interventions to enpower the patients. In sonme cases it may
be a new patient packet of information that's provided to
new patients. In sone cases, it's a newsletter. It nay be
educational semnars. It could be a consumer advisory
commttee, a patient services coordi nator who handl es
conplaints and information, a grievance procedure, and
efforts in the area of rehabilitation.

There's a need for all the networks to be
provi di ng each of the previously nentioned areas of support
to patients across the country. It should be uniformand it
shoul d be the sane that's being provided, as well as a nore
robust effort in the area of education since information is
t he best way to enpower patients.

Though t he networks and HCFA have nade sone
attenpts of the education of patients, nmuch still remains to

be done. Education is a process not a one-tine affair. So
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t hough the packets may be out there or they may be an
educati onal sem nar done once a year or sonething |like that,
it needs to be an ongoi ng process. It cannot be a one-tine
shot. Messages nust be repeated for maxi mum effectiveness
for patients. And patients nust have access to educati onal
opportunities when they're ready to digest the information,
not when the provider or the network or whoever is ready to
give it, but when the patient is ready to receive it.

Patients conme to education at different tines.

And t hough a provider or a network or HCFA or whoever may be
interested in doing sone education, for that particular
patient it nmay not be the appropriate tine and they may not
be ready for it because of denial, anger, whatever may be
goi ng on at that point.

So the information, if it's worthwhile, needs to
be repeated, needs to be avail able, and needs to be there on
a regul ar basis.

The nust ensure that the patients receive adequate
information in a consistent, tinely, and unbi ased manner,

t hat everybody | earns about all the nodalities, that

everybody | earns about all the different things that need to
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be presented in an unbi ased manner.

Mor eover, since patients health status may change
over time, a continuum of education opportunities should be
made avail abl e. Education should be individualized, based
upon assessnment of a patient's information base and
knowl edge gaps and in an evaluation of patients
under st andi ng.

So really they should be pre-tested and they
shoul d be post-tested. And we should be continuing to
educat e people on a conti nuum and not doing it in a sporadic
manner .

New mat eri al s need not be devel oped for this
purpose. There's a wealth of educational materials and
| earni ng opportunities which are regularly avail abl e.

Organi zations |i ke the American Association of Kidney
patients, the National Kidney Foundation stand ready to
provi de col |l aborative help in this area.

| think in your packet of information you' ve got
an exanple of the Fam |y Focus newspaper, which happened to
be the DOQ publication of this, which goes out to patients.

It went out to close to 300,000 patients explaining the DOQ
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gui del i nes and how they pertain to patients.

There's a need for coll aborative efforts on the
part of getting information out to people, and there's a
need for the network and HCFA to be involved in that
process.

Unl i ke sone people may think, we're not psychotic,
neurotic, sick people near death. W are rational beings
that want to stay alive, are |l ooking for information that
will help to inprove our quality of life.

For at |east 85 percent of the dialysis patients,
there's a wonderful opportunity to educate them while they
are in treatnent on henodialysis for nore than nine to 12
hours a week. HCFA and the networks shoul d be overseei ng
that providers offer a mnimum of at |east 20 m nutes of
educati on weekly. One nethod could be over closed circuit
tel evision, another could be to provide a few | aptop
conputers with CD or Internet capability. And they could be
passed around anong patients during the week for educati onal
purposes and referral to prograns also that exist, |ike
People Like Us Life, and the RISE rehabilitation program of

t he National Kidney Foundation when they're offered in the
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provi der's area.

My final comments are going to be directed at the
potential useful ness of HCFA's facility specific --

DR. WLENSKY: Can you try to summarize quickly
the final comments?

MR N X Okay. The consuner specific consuner
information reports, there are about 60 dialysis units or
centers in the Detroit netro area serving about 6,000
patients. Anyone of these patients is wthin a reasonabl e
di stance by bus, car or van of at |east 15 of these
facilities. Most patients do not know this type of choice
exists. And even if they did, they'd have no way to present
it to make an intelligent choice of providers or change if
t hey' re unhappy.

There needs to be a facility specific directory
made available to patients to informthem of the choices in
their area. Sonme of the topics that should be included, but
not inclusive, would be types of nodalities offered, if
there's ongoi ng education provided, the transplantation
rate, is an exercise programin place? |Is a physician on

site and avail able during dialysis? What is the standard
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dialysis nortality rate and hospitalization rate in
conparison with other facilities in the region? Do they
offer transient dialysis? Inplenenting their unit to DOQ
gui delines, and is adequate patient/staff ratio appropriate?

I'"d like to close by saying that educated patients
are enpowered consuners and services of this and enpower nent
breaks down the fear and ignorance that need to non-
conpliance which results in nore norbidity and hi gher cost
to the health care system

Thank you.

DR. W LENSKY: Thank you. Dr. Newmann, | see that

in our listing we swapped credentials with Dr. Dianond. Qur

apol ogi es.
MR. NEWMANN:. Thank you. Do | have ny 10 m nutes?
DR. WLENSKY: You have 10 minutes. M concern is
really, | think frankly that you will gain and we will gain

by meki ng sure we have the tinme for the comm ssioners to ask
guesti ons.

MR. NEWMANN:  You have ny biographi cal statenent.
l"'mglad to be invited. | just began ny 29th year as a ESRD

consuner, having experienced all the dialysis nodalities,
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over 18 years on dialysis, 16 of which were with hone
henodi al ysis plus various periods of peritoneal dialysis and
i n-center henodi al ysi s.

A cadaver transplant in '87 lasted only a few
years and |'ve been enjoying a live donation of ny
daughter' s ki dney since Thanksgiving 1993. And to clear up
sonme confusion, it is not necessary for me to sit when
urinate.

| have spent nearly 25 years as a patient, |eader,
activist and advocate. Kidney failure provided, for ne, the
opportunity to change professional interests froma
devel opnental econom st to a health policy analysis and
research on dialysis and transpl antati on.

I"'mfamliar with some of your challenges. From
1994 through '96 | assenbled and chaired the expert panel
whi ch nade reconmendati ons to ProPAC to conpil e rate changes
due to scientific and technol ogi cal advances.

Let nme address the effectiveness of Medicare's
efforts to enhance patient participation and strengthen the
"hand of the consuner.”™ Nancy Ray specifically asked that |

| ook at this.
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As Dr. Lewers knows too well, such efforts were
sel dom known by renal professionals or patients as
objectives of the ESRD program In the l[imted tine
available, let me illustrate a few of Medicare's activities
whi ch can be interpreted to include such patient consuner
obj ecti ves.

One very good exanple, since 1980 one or nore
pati ents have been invited by HCFA, NIH, or HHS Secretary to
join renal professionals on task forces, workshops, and
ot her groups to devel op recomendati ons or to provide
commentary for topics ranging frompatient rehabilitation,
conditions of coverage for dialysis facilities, ESRD network
scope of work, and nore recently the working groups of
public rel ease of consuner information and state surveyors
reports.

| often felt |like a token patient representative
anong many doctors plus sone nurses and soci al workers,

di eticians and administrators. Nevertheless, | do feel we
have been heard and our views taken seriously, for which
and other patients are very grateful.

| do have a suggestion. Since the Medicare ESRD
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programis particularly for patients, why not spread the net
nore wi dely? Follow ng HRSA's exanple, through its contract
with the organ procurenent and transplant network, invite
nore patients and famly nenbers to participate in these
efforts.

Secondly, a generally recogni zed di sappoi ntnent.
Though required of each dialysis facility, a long-term
patient plan for each ESRD Medi care beneficiary and an
annual review are seldomeffective or taken seriously. W
sel dom hear or read about nephrol ogi sts and renal team
menbers inviting patients to work with themto discuss,
devel op, and carefully review a | ong-term pl an.

We do hear and read that it should happen. W're
much nore famliar with the patient conpl aints about sel dom
seeing their nephrol ogi st, not knowi ng what their |ong-term
plan is, but remenber signing sonething | ast year.

O course, there are sone notabl e exceptions when
nephrol ogi sts, renal teamstaff and facilities take these
very seriously, using themas effective tools for nonitoring
progress and inproving outconmes. | don't know of any HCFA

efforts to evaluate the conpliance with and effectiveness of
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t hese required plans.

Two suggestions: such an evaluation of the |ong-
term pl an, including recommendations for inprovenent, may be
very useful. Second, with patients and renal team nenbers,
devel op a short panphlet or brochure simlar to the Know
Your Numbers brochure describing the inportance, processes,
and uses of long-termcare plans and periodic reviews.

A third exanple: a useful addition, HCFA' s
brochure Know Your Nunmbers. This panphlet, devel oped with
suggestions frommany different renal comunity
representatives, including patients, serves as an
educational tool enabling staff to explain the inportance of
adequate dialysis and al so patients to ask appropriate
guestions and keep track of their nonthly val ues.

The American Association of Kidney Patients in
1993, and soon after the Renal Physicians Associ ation,
produced and distributed simlar brochures, though they were
not as widely distributed as the Know Your Nunbers.

Many of us realize the sanme inportant nessages
need repeating, not just to renal professionals but to

patients. | don't know of an objective evaluation of the
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effectiveness of this effort. Therefore, | suggest, given
the wide distribution of Know Your Numbers brochure to
nearly all dialysis patients, an evaluation may illum nate
new i nsights revealing in which situations this brochure was
used effectively. However, | don't know if too much tine
has | apsed for this to be acconpli shed.

Let me address ny views on the effectiveness of
the ESRD networks' efforts to enhance patient participation
and strengthen the hand of consuners. The networks, with
their data collection, have contributed a great deal to
under st andi ng and encouragi ng i nproved care and out cones
t hrough the core indicators project, as has been nenti oned.
The networks are also required to provide patient services,
gri evance procedures, and have often devel oped a variety of
educati onal prograns, as Wayne suggest ed.

The 1998 ESRD directory, published by the Forum of
ESRD Networ ks, includes 13 of the 18 networks |ist nanmes of
patient advisory commttee chairs, although 28 percent or
five networks list no one and those five networks cover 17
states. 12 of the 18 networks list a staff person

responsi ble for patient services. However, 33 percent or
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six of themlist no one. And those six cover 21 states.

And finally, unfortunately, four networks, 22
percent of all the networks, |isted neither position. And
t hose four networks cover 16 states.

VWhile the majority of networks do have personnel
and patients assigned, | find the nunbers which do not quite
di sturbing. A few networks place consi derabl e enphasi s on
these positions. M inpression, nost do not. Network board
of director and nedi cal advisory board decisions sel dom
di rect adequate use of nost funds and personnel for these
patient purposes.

| mght add that network funding could very
usefully be increased, specifically targeting increased
patient participation.

| do know sone networ ks have often hel ped patients
with their grievances while others have done little.
Patients are very often reluctant to reveal their nanmes when
expressing a grievance, fearing a threat of indirect
retribution fromthose their very |lives depend on for
di al ysi s.

Strong patient activities commttees are rare.
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Sonme networks, with the best intentions, have earmarked
funds for travel and support at PAC neetings, often only to
find poor attendance because nmany dialysis facilities have
not appoi nted PAC representatives. The representatives
choose not to participate. Ohers are tenporarily sick

Cccasionally, when there is strong physician or
medi cal team support or encouragenent, as well as strong
network | eadership interest in creating and nai ntaining
effective PACs, they seemto succeed in devel oping
educati onal prograns, network policy suggestions, and so
forth.

Let nme tal k about educational efforts supported by
the networks and HCFA. |'ve had the pleasure of speaking to
patient and fam |y nenbers in many states over many years,
often at the invitation of networks, particularly those in
Fl orida, Al abama, M ssissippi, Tennessee, |ndiana, Kentucky,
Chio, and Illinois. Wayne has done the sane.

The prograns are well designed, conprehensive, and
normal Iy provide a free lunch, which is a prerequisite to
i ncrease attendance anong di al ysis patients. However,

attendance varies markedly, from30 to 50, which is



10

11

12

13

14

15

16

17

18

19

20

21

195

di sappointing, to 100 to 250, considered a success even
t hough half of those attending are usually fam |y nenbers.
Patient evaluations are nornmally quite positive, yet these
prograns reach so few patients, normally those who are
participants in their care, of course there are always snal
nunbers of new patients and pre-ESRD pati ents.

Sonme excellent newsletters and brochures have been
produced. Some, but not all, networks conpile and send
i nformati on educati onal packets to new patients, as Wayne
suggested. | have a suggestion, |like Wayne's. Develop a
policy enabling networks to receive the nanes and address of
pati ents whose 2727 forns have been submitted by
nephrol ogi st and facility adm nistrators, thereby enabling
networks to send the new patient packages to patients while
these patients are still new and haven't struggled through
addi ti onal nonths of fear and uncertainty and devel op
i nappropriate habits.

My time is running out. One other suggestion
have is that Medicare and the networks can play a critical
rol e by supporting and funding efforts to distributer the

many materials that have al ready been devel oped to patients,
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and include an evaluation of the materials' inpact. This is
al ready planned. As | understand, HCFA will be requiring
the networks to distribute to new patients the AAKP pati ent
pl an, describing various periods of patient experience with
ESRD. That will begin in the m d-2000.

| al so encourage such brochures as what Wayne
suggested, the four dealing with NKF DOQ guidelines
recommendations, as well as a whole series of publications
by the Life Options Rehabilitation Advisory Council, which
sonme networks al ready do.

Let me spend the last mnute or two on the
potential influence, the usefulness, of HCFA's facility
specific consuner information reports. | think this is
extraordinary, particularly with the principles of
continuous quality inprovenent which Lou and Derrick have
been suggesting are appli ed.

| do hope patients and famlies receive for the
first tinme since the Medi care program began 26 years ago for
dialysis patients, facilities descriptions and possibly risk
adjusted nortality information, along with clinical neasures

such as adequacy of dialysis and hematocrit |evels.
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HCFA is making every effort to give rena
comunity nenbers the opportunity to suggest what shoul d be
rel eased and how, so it is useful, reliable, and
under st andable. | have a nunber of expectations for the use
of this information. A growing mnority of new and
established patients will look at it and may use it as one
el ement in meking decisions to stay at their present units,
change units, or help new patients deci de where to begin.

Most patients who use this facility specific
information may realize their unit's results are pretty nuch
i ke that of nost others. Sone mght find their unit is
out st andi ng, ahead of the pack. Ohers may find their unit
is performng in sone areas rather poorly. For those
patients already concerned about the quality of care the
unit generally provides, this information will be hel pful.
For patients who are generally satisfied with the care they
are receiving individually, the information may be
reassuring or it may stimnulate di scussion.

The nost exciting and constructive potential use
may be by the physicians, staff, adm nistrators and

corporate managers. They will see how their facility is
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doi ng conpared with the nearby CRT, CVMF or LMNOP. The

transpl ant community showed great

center-specific results,

performers inprove.

interest in the rel ease of

and is using it to assist poor

The networks have done this indirectly through the

i npact of and interest

in the core indicators projects

annual reports, even though single centers have not been

si ngl ed out.

Net wor ks have had and normal ly keep confidenti al

the center-specific results produced by the USRDS. Now with

sone data avail able to the public,

i nterest and pressure anong al

| have two fi
DR. W LENSKY:
MR.  NEWWVANN:

| expect an increased

facilities to inprove.

nal suggesti ons.

Pl ease try to summari ze.

This is it. HCFA and t he networ ks

devel op prograns and protocols requiring the renal

prof essionals and adm ni strators at better perform ng

facilities to provide suggestions and technical assistance

to their coll eagues at the poorer

And finally,

nephrol ogi sts and their

performng facilities.

HCFA has considerable billing data by

patients,

along with facility
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out cone neasures. |t may now be possible to begin tracking
nephr ol ogi st patient outcomes to increased accountability in
t he ESRD program whil e inproving program performance. The

| arge corporations collect and analyze this and may be
interesting in hel ping HCFA and t he networKks.

You can be sure patients would |ike sonme objective
rating of physicians to help them make choi ces or changes.
Thank you.

DR. WAKEFI ELD: Two questions, probably for Louis
or Derrick. First of all, it seenms to ne that -- let nme
preface this by saying this is not ny area of expertise that
we' re discussing here this afternoon. Having said that, it
seens to nme that any neani ngful discussion of inproving
quality of ESRD treatnent should probably include pre-ESRD
qual ity aspects.

So | guess ny question to you is, fromyour
per spective, does the focus on pre-ESRD, that is access to
early treatnment and intervention in order to decrease ESRD
i nci dents, does that focus need to be significantly
strengthened? And if so, how?

The second question | have for you is do the ESRD
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networ ks include any active participation by the Federal
| ndi an Health Service? The reason |'m asking that question
i's because of the high incidence of diabetes and ESRD in
t hat popul ati on.

DR. DIAMOND: A quick answer to the first. Yes,
| ooki ng at the pre-end-stage renal disease is inportant. |
know the RPA and ASN are currently conducting vari ous
efforts to evaluate that patient population and get an
under st andi ng of what their disease burden is, fromwhat the
referral patterns, early referral mght do. And there's
sone prelimnary evidence to say that early referral m ght,
in fact, be beneficial to that patient population.

|"ve got to tell you, personally, |I'mfocused on
t he end-stage renal disease programright now, in ternms of
what | spoke with you about today. Because we've got to
start sonmewhere and there's nmuch work to be done in that
particul ar area.

| can't answer the question about the Indian
Health Service. It may be that the networks can answer.

DR. LATCS: There is nothing specific for the

I ndi an Heal th Services prograns. They woul d be represented
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within the regions and the networks that serve them It's
an inportant point to focus on, though, and | think we can
get nore specific about that.

There's no doubt that the incidence of Type |
di abetes, for exanple, in that population is extraordinarily
high. | think the networks that serve those patients
probably are making that a priority anyway.

Back to your first question, however, | can't
agree with you nore, that there needs to be sone intensive
focus on what we need to be doing in the pre-dialysis
setting. There's a lot of data right now that shows that
sonme interventions are very nmeaningful in terns of
forestalling, preventing the devel opnment of renal disease.
But nore inportantly, for that |arge nunber of patients who
are going to progressively lose their kidney function, we
can do things to get thembetter prepared for dialysis.

Preenptive renal transplantation is one exanple.
You can't do that when you' ve seen the patient for the first
time with a creatinine of 10. So early referral was only
one pi ece.

We recogni ze there has to be a | ot nore education
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of all practitioner groups, including nephrol ogists, about
what it is that we need to do in that pre-dialysis setting
that really counts. Blood pressure control being one.

Bl ood pressure control being two. Blood pressure control
being three, and on and on. So | support that conpletely.

DR. W LENSKY: Any ot her questions?

DR ROAE: On the Indian Health Service, | think
the incidence or the preval ence of diabetes is very
variable. It's very highin the Pima Indians and in certain
subsets, but in other populations of Native Anericans it's
not extraordinary.

DR. WAKEFI ELD: It's extrenely high where |I cone
from North Dakota, in the Sioux population. As a matter of
fact, | think the IHS woul d say the highest incidence of any
subpopul ation within the U S. is in the Native Anmerican
popul ation, but I'msure there are those vari abl es.

MR. NEWWANN:. | do know that over the years the
Pi ma | ndi ans have been well represented in Arizona in these
various work groups, invited by HCFA and t he networKks.

Their nephrol ogists are well tuned in to this system

DR DIAMOND: | just want to nmake one point, if |
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could. | think it's going to be very hel pful going forward
for us to nake a distinction between the know edge gap, in
terms of understandi ng better what we should do with a given
pati ent popul ation, versus bridging the inplenmentation of

t he know edge that we actually know.

The point | nade earlier is | think we know a | ot
about the gap of performance in the end-stage renal disease
popul ation. | believe that at the noment the question for
pre-ESRD is a research question in large part. And that's
why | nake that distinction

DR. LEVERS: Just one question while we have Lou
and Rick here. HCFA is adopting or proposing that the
Native arterial vena fistula is a nmeasurenment of quality
outcone. | have a bias on sone of that, and |I'mjust
curious whether either one of you had a comment ?

And then you all have given us a |lot of things you

think we could do or should do. | think I would know your
answers, but | wonder -- because we're going to be
di scussing this in our next session -- is where do you see

MedPAC fitting in this, if you had one thing, if each of you

had one thing we could do, what would you reconmend t hat
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t hat be?

DR. DIAMOND: On the fistula issue, Ted, the AV
fistula question, as | understand it at least, is an attenpt
to put in place a quality neasurenent and inprovenent
program There are a | ot of open questions. There are a
| ot of questions about how we define the neasures, et
cetera. | don't believe that what HCFA is attenpting to do
is establish a standard, but rather with the community
establish a neasurenent system

So at one level | have | ess concerns about that.
| think we're going to have sone difficulty getting that
done because there's sone conplicated issues, which I think
you al |l ude to.

| would land on, | think, and I'mobviously in a
m nor way conflicted here because | do serve on the National
Patient Safety Foundation. O the two initiatives that |
listed, | listed seven, the patient participation issue is
critical for me. And putting in place, and | think MedPAC
can do a lot of work in that area and nmake a | ot of
recommendati ons, and the adverse drug event issue.

Establishing a reporting systemw thin the unbrella of a
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quality inprovenent programwould be, | think, critically
i mportant.

Adverse drug events is the lower hanging fruit, in
my judgnent, in the quality inprovenment scenarios that we
are faced wth.

DR. WLENSKY: Do the rest of you want to respond
to that?

DR LATCOS: | would extend that to adverse events,
however, not just drugs. Those events can be a nunber of
things occurring in the dialysis arena. | agree with Lou,
think that the patient focused issues are key, whatever we
need to do there.

DR. ROAE: Do you think they're nore inportant
t han i ncreasing the paynent?

DR. WLENSKY: W' ve already recommended that.

DR ROAE: | know, but | just, you know, | haven't
heard. | would have thought that one thing everyone would
agree on woul d be increasing paynent.

DR LATOS: Real quickly, and I'Il turn this to
John, | think the paynent question is very inportant because

there's no question that it is very difficult to care for
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elderly debilitated patients that cone to us very, very ill
with staff ratios that may not be what we would |ike for
themto be. The costs to provide that care go up every
year. The dollars comng in fromall sources continue to be
flat, if not decreasing.

So if we're going to deliver high quality care,
somewhere we have to figure out how nuch it's going to cost
to do that. John, you can comment.

DR. DIAMOND: And quality costs noney.

MR. NEWVMANN: As sone of you may know, the
networks are financed through the conposite rate. And so
you can perhaps kill two birds with one stone by devel opi ng
a proposal which would require additional patient, in ny
view, distribution of educational materials or patient
participation in sonme fashion of the networks. And in your
recommendation for increasing the rate, tie sone of that
recomrendation to those issues.

MR N X There's no question in ny mnd that the
key to this is patient education and patient enpowernent and
patient involvenment. |It's got to be grass roots, where the

patients are demandi ng change and denmandi ng the ri ght
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treatnent, they'Il get it. | see this tine and again, when
we educate people and they get back and request things, they
end up getting them

So | think education is inportant. It's also a
conpliance issue. Wen people have fear and i gnorance and
don't understand what's going on, about the only thing they
can do is refuse to do things or not want to -- you know,
that's a way of expressing their control of |ife again.

So education is inportant. | can't enphasize how
important that is, the key for patient survival.

DR. LONG Com ng back and follow ng up on Mary's
guestion about pre-ESRD situation and Dr. Di anond, your
comment about research. Qur materials indicate studies
showi ng an average duration frominitial referral to a
nephrol ogist to the initiation of dialysis of three nonths.
| don't know clinically what sense to nmake of that.

Should it be six nmonths? Should it be three
years? Should it be six years? |Is that what we need
research on? O do we know what we ought to be seeing, in
terms of understanding earlier on the kinds of indicators

that ultimately would lead to dialysis or that would
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i ndi cate other interventions that woul d defer postpone the
need for obviously the nost expensive interventions of
di al ysis and/or transpl antation?

And here then aren't we tal king about education of
a broad sector of the community that has nothi ng what soever
to do with the nephrol ogist or the patient?

DR. DIAMOND: As far as | know, and | haven't done
a lot of research on this, but I did attend a recent
conference on a panel that AHCPR sponsored on referral, we
do not know answers to, | believe, some fundanenta
gquestions. The question of what is the duration of
appropriate referral prior to institution of dialysis.

There is sone prelimnary evidence that a | onger
duration is better than the shorter duration. But what we
haven't |anded on are what are the interventions that, in
fact, drive that finding. So I don't think we know the
answer to that. And that's why | put that particul ar
guestion, very inportant, into the new know edge research
arena, in ny mnd at |east.

| may just be not knowing all of the issues. [|I'm

just not ready to recomend a set of policies based on the
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evidence that is out there. | think it's a question that
needs to be dealt wth.

DR. LATOS: | was being a little cynical when
focused just on the bl ood pressure intervention in the pre-
dialysis patients. They are obviously things far beyond
even what a nephrol ogi st does. Nephrol ogi sts who see
patients prior to initiation of dialysis have a nmechani sm of
funding. There's a fee-for-service billing, there's a
referral pattern in a managed care organi zation

But many of the inportant interventions that
probably make a big difference have to do with areas of
dietary nutritional interventions, social work interventions
for purposes of planning and educating. Mst of the soci al
wor kers and dieticians that we work with live in dialysis
units, and there is not a nmechanismto fund those activities
ot her than through the dialysis prograns.

| don't know the answer to how we get there, but
we don't know yet which interventions count the nost. |It's
not just what the doctor does. That education piece that
Wayne was tal king about is very, very inportant, not just

for patients but you were tal king about the duration. Three
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months to dialysis is hardly enough tine to et an AV
fistula mature, for exanple

There is no way that we have enough nephrol ogi sts
in this country to care for everyone who has ki dney
insufficiency. W have to devel op new nodel s of how we
interact with primary care physicians, nurse clinicians, and
ot hers.

And once we get there, what's the role of the
vari ous conmponents? Wiat's the role of nephrol ogi sts at
what point in time? That's a research question that's not
been answered yet. A lot of work going into it.

DR. W LENSKY: Thank you very much. Nancy?

M5. RAY: In your mailing materials and the
panelists were specifically brought in to talk to you about
Medi care's role in dialysis quality assurance and
i mprovenent .

| " m seeki ng i nput now about our research strategy
that we've proposed in our workplan and identifying
i nportant issues for analysis. |If you can give sonme
i ndi cation of issues that are nore inportant to you than

ot hers, or whether you would |ike nore of a general approach
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or a specific approach.

We anticipate that the i ssues about ESRD quality
assurance and inprovenent will formthe basis of sone sort
of chapter in the June 2000 report. The first issue is
qual ity assurance and specifically Medicare's conditions of
coverage for dialysis providers. There's a nunber of issues
t hat the comm ssion could consider to address.

That includes their reliance on structural process
measures and not on outcone neasures, the fact that the
conditions do not specifically set forth requirenents for an
adverse event reporting systemas was di scussed by the
panelists. And thirdly, with respect to the training, the
fact that dialysis technicians, which account for a majority
of the staff in the facilities, that the conditions of
coverage do not require any type of m nimum training.

Wth respect to state survey agencies
certification of dialysis providers, again there's a nunber
of issues that the comm ssion can choose to address and
di scuss. Sone of these you've already heard from Hel ai ne
and the previous panel on the state survey issues.

The first issue is the general issue about the
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priority of dialysis facilities, the fact that the frequency
of inspection is not statutorily specified in the statute.
And the variability of funding for surveys of dialysis
facilities and the training involved in state survey
personnel .

The second issue that the conm ssion can choose to
address is with respect to private accreditation. Again,
right now, as we discussed earlier, Mdicare has not enacted
deened status for renal accreditation organi zations.

The third issue under the state survey unbrella
that the conm ssion can consider is HCFA's devel opnent of
facility specific profiles. These were discussed in your
background information, in your mailing material s.

| think there's a couple of issues that the
commi ssion can address. The first is the process by which
t hese neasures are being devel oped. HCFA has held a
st akehol ders council neeting back in June and is currently
in the process right now of devel oping the neasures. So we
don't know yet what the neasures will |ook |ike.

There have been concerns from sone ESRD

st akehol ders, however, that there was not adequate
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di scussi on of these neasures.

Wth respect to quality inprovenent activities,
overall the comm ssion can address how wel|l Medicare's
qual ity inprovenent activities are in the ESRD arena. Wth
respect to establishing and articul ating national goals, as
wel | as buil ding partnerships with ESRD st akehol ders.

On the nore specific level, the comm ssion can
address quality neasurenent and inprovenent with respect to
HCFA' s ESRD clinical perfornmance neasure project. As was
outlined in your mailing materials, the clinical performance
measure project was nerged with the ESRD core indicator
project in March of 1999. Phase two of the project is
ongoing right now It started in February and it's going to
be conpleted in March of 2000. It involves pilot testing
the 16 clinical performance neasures, using a simlar
nmet hodol ogy that was used in the ESRD core indicator
proj ect.

At issue, and this was sonething brought up by the
panel i sts, specifically Dr. D anond, are we addressing al
rel evant processes and outcones? The clinical performance

measures are based on the DOQ guidelines. So therefore,
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what the clinical performance neasures are addressing right
now i s adequacy of dialysis, anem a control, and vascul ar
access.

The clinical performance neasures, therefore, are
focused on sel ected process and outcones of dialysis care,
not all of the care that ESRD patients receive. In addition
to that, there's no functional status, quality of life, or
satisfaction of care data being collected. Nor is there any
information on patients' co-norbidities. Unlike the ESRD
core indicator project, right now the clinical performance
measures do not neasure nutritional status.

Wth respect to the network activities, a nunber
of issues for the conm ssion to consider, what can be done
to further the effectiveness of their efforts? W heard
fromthe panelists about additional patient education to be
provi ded by the networks and their role in supplying and
enpowering patients.

Anot her issue is the accountability of the
networks. Should they be accountable for facilities in
their region for continuing inprovenents in outcomnmes?

The third issue is should their focus be broadened
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to look at all of the care that ESRD patients receive? So
to address the co-norbidities that ESRD patients have.

And the fourth issue is again, the funding
mechani smfor the networks. Wth the extension of MSP to 30
mont hs, and with the Medicare only patients, the nechani sm
right nowto fund the networks is 50 cents from every
conposite rate dialysis session and whether or not there
shoul d be sone nodification of that.

A last issue to consider, as far as the quality
i nprovenent, is right nowthere is about 17,000 ESRD
patients enrolled in managed care organi zations, and whet her
or not there needs to be a specific project, project, to
measure quality for those patients simlar to the sanple
that was used in the core indicator project and that's now
used in the clinical performance neasure project. Should an
annual program be devel oped to nmeasure the quality of care
of ESRD patients in managed care?

The |l ast issue that | included in your workplan is
an issue about pre-ESRD care. Sone say that early referra
to a renal team may del ay progression of ESRD, reduce

conplications when patients becone ESRD, and may ultimately
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i ncrease survival

There's clearly a lot to | earn about the pre-ESRD
area. In fact, NIH just held a conference on patients with
chronic renal insufficiency to gather information about a
potential prospective observational study, cohort study,
that they are thinking of conducting to find out nore about
what the outconmes and what effective care does anong chronic
renal insufficiency patients.

| put this issue in your nmailing materials to
provoke your interest about whether or not Medicare should
per haps consider setting up a denonstration project in this
area in which Medicare would actively identify beneficiaries
with chronic renal insufficiency and perhaps refer themto a
renal nmanagenent team

The third part of the quality inprovenent and
gual ity assurance chapter that | see is on consumner
enpower ment efforts, how effective they have been
specifically with respect to HCFA's facility | evel consuner
information reports. Again, these are in the devel opnental
process right now and we do not have any draft neasures yet.

But this will be information on a facility |evel
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that will be provided to patients. This is sonething that
ESRD patients in the past have never had and will enable
themto nake better choices about where they get their care.

In the past, HCFA' s primary tool in providing
information to patients has been with its Know Your Nunber
brochure, and this is in the process of being nodified.
There are plans for an ESRD website sonme tine next year.

| think at issue with the facility |evel consuner
information reports that the conm ssion may want to consider
is that -- and again, this was nentioned by the panelists.
But again, there is no national |evel data on aspects of
care that are inportant to dialysis patients.

There have been sone studi es done by private
sector groups, notably Johns Hopkins researchers in their
AHCPR funded report have conducted several focus groups of
henodi al ysis patients and peritoneal dialysis patients,
| ooki ng into what aspects of care are inportant to them
And have found notabl e differences between henodi al ysis and
peritoneal dialysis patients.

The devel opnment of the facility | evel consuner

information reports, as well as any other consuner
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enpower nent effort being conducted by HCFA, is being done in
t he absence of national |evel information and whether or not
this gap of information could provide additional know edge
in helping to better tailor information targeted to the
patient.

| would |ike the conm ssion to give staff specific
gui dance on areas of interest.

DR MYERS: On the last slide. 1It's not just the
information, it's the ease of conparability of the
information, as | think M. Nix made in his | ast several
points. It's being able, especially in the major
metropolitan area, to see across a facility so that you can
easily | ook at your choices and how your choices conpare in
maki ng a rational judgnment based upon that information.

So | would daresay it's not just having a piece of
paper show ng what XYZ facility is like, but being able to
| ook across and being able to nake deci sions.

MR. MacBAIN. | think I heard a couple things.

One was patient involvenent in a lot of ways, and that's
pati ent education and the managenent of his own di sease, as

well as what Whody's tal king about in terns of alternatives
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that are available. And involvenent a step beyond that, as
you' re discussing in whether the materials thenselves or the
policy decisions thenselves really neet a patient need.

But the other, | think in particularly Dr. D anond
stressed, was the potential inpact for decision support
tools in preventing adverse events. He was using drug
interactions, but | think as Dr. Newmann or Dr. Latos said,
it goes beyond that. And w thout getting too specific, that
may be sonething we want to |l ook at, is incorporating the
devel opnent and use of decision support tools.

DR. KEMPER | have a nunber of comments here that
| can give you separately, but just let nme nmention a couple
guestions. One is howis this different fromthe quality
assurance di scussion we heard earlier? A lot of the issues
are the sane. So maybe part of the response is ditto, just
to step back and take the nore general rather than the very
focused questi ons.

| guess at a nunber of places in the workplan you
tal k about assessing sonething in order to nmake a
recommendation. For exanple, you tal k about assessing

conditions of participation to conclude whether or not HCFA
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shoul d establish staffing criteria. | wasn't sure exactly
what an assessnent woul d be and how we woul d actually cone
to those recommendati ons because it doesn't strike ne that
it's easy to assess sone of these things. And what woul d be
our contribution?

M5. RAY: Right, | think specifically the
condi tions of coverage, there's a couple of ways to approach
that. The first thing is we can |look to see what the states
are doing with respect to licensing of dialysis facilities,
if they have nore rigorous, nore additional requirenents
than the Feds have. | think with respect to dialysis
technicians, we could definitely do that. There are several
states that are already taking the lead in requiring m ninmm
training for dialysis technicians.

Those are the two things that cane to nmy m nd
initially, on how we woul d address that.

DR. KEMPER. We m ght not conclude that that
necessarily is a good idea, just because it's being adopted
in the states.

| guess ny last thing is really a question.

DR. W LENSKY: W definitely don't want to presune
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that that's necessarily a good idea just because it's been
adopt ed.

DR. KEMPER That's what | neant. The last thing
| had was really a question and maybe you can hel p ne,
whet her we ought to view the quality information and
i mprovenent efforts here as a failure or as a nodel to be
copied by the rest of Medicare? In sone ways, | | ook at
this conpared to the other parts of Medicare. | see where
there really are clinical neasures. There is a nechanismto
collect the clinical data.

It's being nonitored and apparently, | understood
fromthe testinony, that there's been inprovenent and
working with providers to actually inprove it. It al nost
seens like it's a success story relative to sonme ot her
parts, rather than failure.

So | didn't know if you could comrent on that.

MS. RAY: Right. | would agree with you 100
percent. | think ESRD -- you can al ways, of course, inprove
sonething. That's very easy to pick on sonething. But
think ESRD is a nodel for other areas in Medicare to try to

enmulate in a way. | think with respect to the relationships
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that the networks have with dialysis providers, as far as
qual ity inprovenent.

| think with the devel opnent by private sector
organi zations, for exanple the DOQ guidelines, and the
ongoi ng project right now which is privately sponsored by
Amgen that's | ooking into best practices. | think that in a
way the ESRD sector is ahead of other providers, as far as
measuring quality and inproving itself, and actually
shifting the curve to the right.

| also think that with the devel opment of the
information systemthat was outlined in the workplan with
SIMS and that eventually when the facilities will be hooked
up to the networks which will be hooked up with HCFA, there
will be a lot of potential for even nore quality
i nprovenent .

So | agree with you, | think, alittle.

DR KEMPER So | would think taking it to the
next step, to the facility specific reporting, that that's a
very controversial thing that would nerit sone di scussion.

DR. LEVERS: | was going to point out sonething

that Nancy Ray has already pointed out. | think there is a
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story here that perhaps could benefit other segnents of the
HCFA community. But | think sone of the things that you' ve
tal ked about, and you talk about in your paper, are ngmjor
research projects that | don't think are the purview of the
or gani zati on.

If we could tie together sonme of the state
prograns with the adequacy of dialysis, sonme sort of real
true quality nmeasurenent, that would be a major step
forward. Maryland had the first and probably one of the
best ki dney di sease prograns in the country. Wat you heard
this nmorning fromOegon, | don't think, would have happened
in Maryl and.

| remenber ny units used to get inspected a couple
of tinmes a year. And so if I'"mgetting twice a year and
sonme of themare getting it every five years or nore, then
we've got sone that aren't getting it at all. So if there's
sone way you could | ook at that, that would be fine.

But | think we have to be careful not to bite off
nore than we can acconplish. It is a huge problembut there
has been success, and | think we ought to take the

opportunity to evaluate that.
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MR. SHEA: Pretty nmuch on the same point as Ted.

It would be useful to get an evaluation of whether or not we
can | earn anything by conparing state Ato state B, in terns
of the quality assurance end, and to see if there's any data
that woul d be the basis then for maki ng nore general
recomendat i ons.

DR. W LENSKY: A couple of coments | wanted to
raise. | think consistent with what Peter said about going
back to the earlier discussion that we had, and the tension
bet ween quality assurance and quality inprovenent comes up
there a couple of places when you talk about the quality
assurance activities, and particularly about sone of the
staffing input requirenents. It seens to nme that the
di scussi on we had about the tension and focusing on process
measures, |ike staffing as opposed to outcone neasures, and
t he tensi on between inprovenent and assurance is rel evant
here and you ought to make use of the comments and
di scussi on that we had there.

For my own opinion, | think that the notion of
| ooki ng at whet her Medi care ought to be proactive in

identifying pre-ESRD patients and tal ki ng about setting up
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prograns for them is somewhat beyond the scope of what we
are being asked to look at. | think the issue of having a
di scussion of that in the quality chapter, that this is a
whol e ot her avenue that Medicare could pursue if it so
chose, is fine. But | think it really takes what is already
the |l argest single disease programin the country, and yet
is a substantial potential opening of boundaries that goes -
- at least what | would be confortable feeling -- our
mandat e and charter

But | don't think there's anything wong with
saying this is an issue that Congress, if it so chose, could
wi sh to consider, given that it has already set up a program
t hat nakes these individuals ultimtely Medicare's
responsibility. But | would feel uneasy about getting into
an area that we mght be in a position of recommendati on
such a strategy.

DR. KEMPER Gail, the only reaction | would have
tothat is -- and | understand wari ness about creating a new
benefit. But at the sane tine, if there were evidence of
prevention, nost of the costs are going to be borne by

Medicare in the end anyway. The review of the literature
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seenmed to nmake sense to nme on that score, if there were --

DR. WLENSKY: But it's strictly within the
context of a reviewof the literature in ternms of what we
know about this issue, as opposed to going to making
speci fic recommendati ons. Cbviously, HCFA can consider, or
t he Congress could consider if it so chose, mandating a
denonstration basis to see whether it thought it was really
cost effective.

As you know as well as anyone, our ability to
sufficiently target people who will actually end up in a
nor e expensive venue has historically been poor, to put it
ki ndly.

DR. NEWHOUSE: That was the point -- on that
specific point, how cost effective it is to identify people
is going to identify on the preval ence of the disease in the
popul ation you're looking at. | just am skeptical that the
literature will go that far, but maybe it wll.

M5. RAY: There aren't firmestimates right now
and it varies dependi ng upon who you talk to, how many
people are in that chronic renal insufficiency set.

DR. NEWHOUSE: No, but it's not just how many
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peopl e there are nationally, if you go to North Dakota
versus if you go to Manhattan how many people are there? O
even in different parts of Manhattan? Because the cost
effectiveness will vary.

DR. W LENSKY: Anyway, if we want to discuss this
as an issue, it strikes ne nore that this could be raised as
sonet hing for sone further thought, as opposed to us trying
to get too far into it again, is my opinion.

DR. WAKEFI ELD: | was just going to second your
point. | guess I'd say my guess is there m ght be nore
people in North Dakota affected by this problemthan in
Manhat t an.

DR. NEWHOUSE: Depends which part of Manhattan.

DR. WAKEFI ELD: Which part of North Dakota, too.

DR. ROAE: There won't be nore people in North
Dakota - -

DR. WAKEFI ELD: A proportion.

Gil, | think the way you're pitching this is,
frommnmy perspective, a good approach. And that is to raise
the issues in a discussion, in terns of pre-ESRD care, |

think it certainly nerits that kind of a discussion. But as
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far as trying to nove it further into recomendations, |I'm
with you on that. | think it's alittle bit premature, but
|'d sure like to see a little bit of discussion in the
report on that.

DR. LAVE: This is on that point. Nancy, and the
ot her people around, | believe at one point HCFA was bei ng
pushed to do sone pre-nutritional interventions to try to

del ay the onset of ESRD. And HCFA, for a while, was really

bei ng --

DR NEWHOUSE: W di scussed that.

DR. LAVE: So that would really fall in this
bailiwick. | don't think it did anything. Dd it do

anyt hi ng, Joe?

DR WLENSKY: What we tal ked about was the
nutritional as part of the increased conposite rate.

DR. LAVE: No, this was pre-ESRD

DR. W LENSKY: Thank you. Stephanie?

M5. MAXVELL: |'mgoing to try to capture sone of
t he pre-BBA and post-BBA | andscape about therapy services
generally and then wal k through the BBA provisions regardi ng

out patient therapy services and our nodels regarding the
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t herapy caps.

Pl ease note that there's an appendi x i ncluded in
your materials which is intended to furnish sonme nore
detailed i nformati on about outpatient therapy coverage
rul es, paynment rules, and about the main providers for these
services. On the anbulatory side, that includes nmainly the
hospi tal outpatient departnents, rehabilitation agencies,
CORFs, and then it also includes SNFs for the SNF Part B
patients.

Note that the SNFs and SNF patients are affected
by these rules mainly because Medi care pays for therapy
under these rules for patients who remain in a SNF fol | owi ng
their Part A stay or for patients that weren't qualified for
a Part A stay to begin with. In other words, if they didn't
have mainly a hospital stay, prior to that, up to three days
or at a mninum of three days.

The BBA enacted substantial changes in Medicare's
post - acute paynent policies and therapy, whether furnished
on an inpatient or an outpatient basis of course is integral
to much of post-acute care.

This slide represents the post-BBA | andscape so
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far. In other words, it lists the post-acute paynent
changes that have begun already. In all these venues,
therapy services took a hit and the paynment noved away from
cost - based paynents. Paynents are determ ned prospectively
under the SNF PPS, they're subject tolimts on the hone
health IPS, and they're based on the physician fee schedul e
and subject to the $1,500 caps in the case of outpatient

t her apy.

Certainly not all patients and all providers are
af fected by each of these changes, but of course sone
patients plan of care do take themthrough nore than one of
t hese settings. And of course, nmany hospital systens have
mul tiple lines of post-acute business. And further, sone
contract therapy conpanies furnish services in nultiple
settings, as well.

In many respects, the post-acute policy |andscape
prior to the passage of the BBA was one of concern anong
pol i cymakers about the overall growth in spending and the
appropriate use of post-acute services. Concerns appeared
greatest regarding the growmh in SNF and hone health use.

Aggregate Medi care expenditures for those services certainly
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dwarf those for outpatient therapy services.

For exanple, in 1996, SNF patient services
accounted for about $12 billion in Medicare paynents, and
home heal th services accounted for about $17 billion while
out pati ent therapy services accounted for about $1.5
billion.

In terns of growh rates in the '90s, aggregate
paynents to SNFs rose about 33 percent annually. Most of
that growh was due to rising therapy paynents and ot her
ancillary services, including drugs and | abs, rather than
for the roomand board paynents. Also, the nunber of SNF
adm ssions rose only 14 percent during that period, but the
paynments rose 33 percent.

In addition, several studies at the time by the
GAO, by the O G and by other researchers were docunenti ng
the increase of therapy services specifically to both Part A
and Part B SNF patients. Sonme of these studies were
guestioning whether all of that growh was appropriate.

For Medi care coverage purposes, inhappropriate or
unnecessary therapy includes skilled therapy when unskilled

or mai ntenance therapy is considered nore appropriate, or
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when therapy is considered overly extensive or frequent in
conbination with unrealistic goals regardi ng patient
function.

Even after the BBA, sone concerns remain about the
appropriate use of therapy in SNFs. For exanple, this year
the O G surveyed a random sanpl e of 24 SNFs totaling about
218 Medicare SNF patients. They | ooked at the nedical
records and the bills for those patients and found t hat
about 13 percent of Part A and Part B therapy was consi dered
medi cal | y unnecessary. By the different facilities, that
nunber ranged from O percent to over half.

An additional 4 percent of the therapy was billed
for but not even docunented at all in the patient's records.

Those studies focused on the SNF therapy services
and didn't include therapy in the anbul atory settings.
Meanwhi | e, aggregate paynents for outpatient therapy in the
nore anbul atory settings, the hospital outpatient
departnents, the rehabilitation agencies, and the CORFs,
also rose fairly rapidly in the 1990s. Between '90 and ' 96,
expenditures for therapy paynments in those settings rose

about 18 percent a year.
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So those were the trends that were in place when
t he BBA was passed. Regarding the outpatient therapy
services, the BBA changed both the coverage and the paynent
policies. Effective January of this year, of '99, Congress
ended cost-based paynent for the outpatient therapy services
and required that paynents be based on the fee schedul ed
used for physician services.

O course, the nost publicized provision was the
establ i shnment of coverage limts for these services, the
$1,500 caps. Less interestingly, but quite inmportantly on
a technical level, the BBA also required providers to start
putting service codes on the bills. A service code wasn't
necessary for paynent in the past. |ndeed, when we | ooked
at the coding on the clains, we found that the information
was quite spotty and generally not usable.

The Congress did indicate that future coverage for
out patient therapy services should be determ ned by sone
sort of patient classification systemand not by dollar
coverage limts. The BBA requires the Secretary to submt a
report that devel ops sonme kind of recomrendation for

classification policy based on diagnosis and prior use of
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i npati ent/outpatient services by January of 2001.

Part of the reasons for requiring a coverage
report three-and-a-half years after the BBA rather than
sooner is because it will really help HCFA and ot her
researchers to have those CPT codes on their clains.

About the coverage limts, the BBA i nposed a
$1, 500 per-beneficiary cap on annual Medi care coverage for
out pati ent physical and speech therapy, and a separate
$1,500 cap for outpatient occupational therapy. After 2001,
the limts would be updated by the nedi cal econom c i ndex
and presumably, in future years, by the new coverage policy.

Bot h of the BBA provisions, the fee schedul e
rei nbursenent and the dollar based coverage limts, have
been in effect for several years on the independent
provi ders of therapy. |Indeed, one of the goals of the
provision was to |l evel the playing field between the
i ndependents and the outpatient facility providers.

Not e that therapy furnished in the hospital
out patient departnments are exenpt fromthese coverage
l[imts. Also note that $1,500 represents the total coverage

and that 20 percent of that is for the patient co-pay, and
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the other 80 percent is for the program

DR RONE: | want a clarification, particularly
gi ven sone of the provisions currently being discussed on
the Hill, and with respect to sone of these.

The second paragraph here, Stephanie, this says
$1, 500 for conbi ned physical therapy and speech therapy or
for each?

M5. MAXVELL: Conbi ned.

DR RONE: Is it $1,500 per beneficiary or per
beneficiary per facility?

M5. MAXWELL: Thanks for asking; you're preview ng
t he next paragraph. |It's per beneficiary according to the
BBA, and it's currently inplenented per beneficiary per
provi der.

DR. LAVE: Could | ask a clarification? 1t |ooks
as if the BBA i nproved coverage rather than limted
coverage. And all the discussion would seemto inply that
it made coverage nore restrictive.

If I look at this it looks as if, in fact, the BBA
i mproved coverage, in the sense that it went from $900 to

$1,500. And yet all of the rhetoric would seemto inply
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that it decreased the limts. So can you explain the
di fference between the two?

M5. MAXWELL: Yes, | can explain that. The $900
limts were the limts applicable the | ast couple of years,
before the BBA, for just the independents. These outpatient
provi ders, the agencies, the CORFs, the hospitals and now
the SNFs, were not under any limts at all and their
paynents were cost-based.

DR. WLENSKY: So it was literally the question of
t he i ndependents changed, it actually was nore generous for
t he i ndependents relative to what they had been, neutral for
the outpatients since there are no limts, and nore
restrictive for the nursing hone, nore or |ess.

M5. MAXWELL: Yes, that's how it worked out. Not
particularly given the original BBA inplenentation, but
given the current inplenentation, absolutely.

DR. NEWHOUSE: Then, Judy, several of the
i ndependents were norphing into agenci es.

DR. LAVE: So the rehab units and rehab hospitals
that did outpatient care are now covered but weren't covered

bef or e?
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M5. MAXVELL: The services were al ways covered by
t hose providers.

DR. LAVE: No, I'mtalking about the [imt.

M5. MAXWELL: Except for the fact that -- they
woul d be covered but if they're hospital outpatient
departnments. |If it's a rehab hospital, they're not under
the limts because of those being exenpted.

DR. KEMPER: And the reinbursenment rates changed,
t he paynent rates changed.

M5. MAXWELL: Right. Those changed from bei ng
cost-based to the fee schedul e.

DR KEMPER: Wich | assune was a reduction, nost
often a reduction?

M5. MAXWELL: A little less so for hospitals,
given that they were al ready subject to savings reductions
in the past. That's certainly fair for the agencies the
CORFs.

As Joe had nentioned, part of the |level the
playing field issue and part of the | oophole issue was to
bring the outpatient providers into the caps and the fee

schedul e because, as he said, sone of the independents
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recertified thensel ves as agencies as they noved on to the
physi cian fee schedule in the early '90s.

It seemed to be that the fee schedule and, |
guess, kind of the adm nistrative problens they felt with
that was nore of an issue than their caps. The independents
had been under caps since the md-1970s. But that norphing
started to happen in the md-'90s, early to md '90s.

As you were nentioning, the issue about howit's
inplemented is a very inportant issue right now It's
because of the certain conputer limtations of HCFA and its
FIs that they're being inplenmented right now on a per
beneficiary per provider basis. That neans that patients
are covered for up to $1,500 of each group at any given non-
hospi tal provider.

A patient who's exhausted his or her coverage
limt at one agency or one CORF can go to a second agency or
CORF. O of course, they could just go to the hospital, as
well, for unlimted coverage.

Areally inportant caveat to this interim
i npl enentation method affects the patients receiving these

services in SNFs. Because of the BBA' s consolidated billing
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requi renents affecting SNFs, these facilities can't restart
their coverage limts for their patients by sinply using a
different therapy provider. Al outpatient therapy
furnished to a particular patient in a particular SNF counts
toward their $1,500 coverage |limt for that patient in that
SNF.

Wt hout the consolidated billing requirenent, they
could possibly furnish it as a sal aried in-house therapi st
provi der, they could have a contract provider for a separate
round. The consolidated billing requirenents don't allow
t hat .

DR. RONE: But they could spend a patient across
the street to a facility that they own.

M5. MAXVWELL: |If they do that, they still have to
count that to their $1,500.

DR LAVE: That's for Part B as well?

M5. MAXWELL: Only for the Part B. The
consol idated was part of the whole PPS |egislation, but it
certainly affects these patients under those Part B rules a
little nore differently than the nore anmbul atory oriented

out patient therapy patients.
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Before turning to sone of the beneficiary |evel

information, I want to give you a sense of the breakdown of

t hese services and patients by setting.

nost of the patients

anbul atory settings

and expenditures are in the nore

In other words, in the hospital

t he agencies, and the CORFs.

O these settings,

anount of paynments go to the agencies and the CORFs.

mentioned a little bi

fact that in the '90s the hospital

were subject, for al

their cost-based paynents for savings purposes.

t before, part of that is due to

As you can see,

OPDs,

t hough, a di sproportionate

As |

t he

out pati ent departnents

of their services, to reductions to

agenci es and the CORFs, however, were paid their ful

reported costs.

On anot her

i nteresting note, though, in our

research on the outpatient therapy patients in these

anbul atory settings

The rehab

prior

patient diagnosis codes did not explain

any of these difference in paynents in these three

anbul atory settings

Overall, the paynents in the three settings,

nmor e anbul atory ones,

total ed about $1 billion in '96.

t he

To



10

11

12

13

14

15

16

17

18

19

20

21

241

the SNF Part B patients, it totalled about $400 nmillion. By
the way, we'll have '98 data available in a couple of weeks.

The users colum in this slide represent about 1.7
mllion therapy users in the anbul atory settings and about
300, 000 users in the SNF Part B setting.

On average, Medicare spent about $875 per
outpatient therapy patient in '96. Again, this does include
t he Medi care's paynent anmount plus the 20 percent co-pay.

It also is an average of all of the three types of
t her api es.

As you can see on this slide though, breaking down
the different types of therapy and the settings, you see
that the average paynents were definitely nuch | ess than the
hospital outpatient setting but were relatively simlar in
the ot her settings.

Across the settings, we can see that nost patients
di d have substantially | ower paynents than the cap on that.
For exanpl e, the physical and speech paynments per patient
totalled |l ess than $1,000 for three-quarters of the
patients. The $1,500 anmpbunt is at about the 86th percentile

poi nt ..
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DR. ROAE: So this includes patients who didn't
have the cap -- this includes people who were at hospitals,
t herefore they went beyond the $1, 5007?

M5. MAXWELL: The first slide did include the
hospital users and all the other settings.

MR MacBAIN. This is '96

M5. MAXWELL: Right. So what we were | ooking at
is just whether or not they reached -- where they reached
t he $1, 500.

DR. W LENSKY: This was pre-cap, but they would
have been, had they not been there in the next year.

M5. MAXWELL: Right. Now this slide shows the
annual paynents of the 14 percent of all the users that were
over one or the other of the $1,500 ampbunts. As you can
see, about half of these therapy users had up to about
$2, 700 of services, or in other words up to about $1, 200
nore than the $1,500 cap anount.

The top 5 percent of users, on the other hand, had
over $8,500 in services or about $7,000 over the cap.

This summer and fall the Congress and HCFA have

consi dered several short-termalternatives to the current
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coverage limts. Some under consideration have included
establishing a separate cap for speech, rather than a
conbi ned one for speech and physical therapy; establishing
an overall cap at various levels for all three services;
exenpting patients with particular conditions or diagnoses
that typically exceed the coverage limts; and al so
establishing facility level average limts rather than
beneficiary specific limts.

We estimated the share of therapy users that woul d
exceed several versions of these alternatives. The options
t hat have been nobst under consideration are shown on the
next three slides here. They're also shown on a single
table in your book. I'll just run through these very

qui ckly, focusing on the last bullet point within each

scenari o.

Assum ng the current $1,500 caps, 14 percent woul d
have exceeded that in 1996. |If those two caps, between
speech and therapy, were split and everything was still set

at $1,500, about 13 percent woul d exceed.
| f the two caps were set at about $2,000 then

about 10 percent woul d exceed one or the other. |If the caps
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were set at $2,000 and the speech and physical therapy cap
were split, then about 9 percent woul d exceed one or the
ot her.

If a total conbined cap was set, then about 4 to 7
percent woul d exceed a total cap, depending on where you put
it. As of two days ago, the Senate Finance Conmttee is
| eani ng toward a $3, 500 conbi ned cap.

That's the end of the slides, but I want to add
that in the com ng nonths our work on these services wll
include a lot of additional analysis, |ooking at the
characteristics of the patients likely to exceed the caps on
nore current data, and using the 1998 data.

We'l|l also be looking at the length of the
out patient therapy episodes. For exanple, our initial |ook
into this shows that about 75 percent of patients use these
services for |less than three nonths.

We'll look further into the length of the episodes
and whet her these differ by settings, how they differ by
settings, and by different patient diagnoses. And perhaps
nost inportantly, we'll | ook at the rel ationship between

t her apy epi sodes and the outpatient therapy use and ot her
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post - acute service use.

This work will help us further evaluate the caps
and will also yield information that's necessary to nove
away froma dollar based coverage policy to a policy that is
based on prior use of both inpatient and outpatient services
and di agnosi s.

So at this point, I want to stop and yield to your
di scussi on about either the policies or the future work.

DR. WLENSKY: Let nme just ask you before we
start, | assunme that what we will be doing, at the least, is
what ever conmes out of the conference bill between the House
and Senate as it relates to this issue if it, in fact,
includes this issue will also be included as our workpl an?

M5. MAXVELL: What were your |ast three words?

DR. W LENSKY: Assum ng that Congress does
sonmething, that we will look at what it |ooks like, the
nunbers of people who will be affected?

MS. MAXVELL: Yes.

DR. WLENSKY: It's all very nice and good to | ook
at lots of alternatives, but we're about to see which one is

the favored alternative.
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M5. MAXWELL: Right. For exanple, off the Senate
Fi nance, we just had off the shelf that it would be 6
percent. But right, whatever they...

DR. W LENSKY: They actually do, | would presune
we ought to do nore analysis, in terns of wherever they end
up, as opposed to looking at all the alternatives.

DR. NEWHOUSE: Stephanie, do you have any
i nformation on the degree to which the over the cap anounts
are covered by Medigap? That is to say, it would nake a
difference, at least to nme, if this was primarily comng in
effect a shift into the Medigap premuns or to enployers
provi di ng suppl enentary coverage versus out - of - pocket .

DR. WLENSKY: | think it becones a non-covered
service. We'll find out the answer to that.

M5. MAXWELL: Right when it passed | think a | ot
peopl e assuned there were going to be conform ng changes to
the Medigap laws. And as you said, it's considered a non-
covered service after $1,500.

DR. W LENSKY: The answer is none.

M5. MAXWELL: Rather than a paynent limt.

DR. W LENSKY: But we will establish whether
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that's correct.

M5. RAPHAEL: | just wanted to know if in your
review of this you understood why speech therapy was
originally included with physical therapy, whereas
occupational therapy was outside? I|I'mtrying to understand
the different variations here.

M5. MAXVELL: Part of the reason about that goes
to an arcane detail about who has independent billing.
shoul dn't say independent, given the independent/outpatient,
but who can bill Medicare as a provider. Speech services
can't be billed separately by a speech | anguage pat hol ogi st.
Their services are usually put, | think, under a physician
bill.

That's one reason why that optionis a little |ess
of an imediate fix for the Congress. The speech therapi st
woul d basically have to be switched over to be able to bill
Medi care directly, and there's kind of a | ot of
adm ni strative work and paperwork that would be required for
that to happen, before they can start tallying up underneath
t he speech therapi st.

But those current issues about the physi cal
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t herapi sts being able to bill directly, and occupati onal
t herapi sts being able to bill directly is why there were two
caps.

M5. RAPHAEL: | see, speech therapists cannot bil

directly. Then ny next question was, if the caps were to be
raised is there any way of knowing if the rest of those that
are now under the cap would end up being increased to the
cap?

M5. MAXWELL: Certainly nowthat P is controlled,
given the fee schedule, it doesn't make sense that Q m ght
go up a bit for those people that are clearly beneath the
$1,500 anbunt. We will not be able to really tell that on a
unit |l evel given the problens of picking out units of
service in the clains. But as the clains come in with the
CPT codes on them and the fee schedul e amobunts we'll be able
to have a little nore of a conparison in the aggregate
paynents.

DR. W LENSKY: Presunmably, HCFA and/or the
Congr essi onal Budget O fice wll nmake sone estimate about
the increased use that is likely to occur when they cost out

the inplications of changing the cap, because the HCFA
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actuary al nost al ways assunes sone behavi oral change to such
neasur es.

DR. LAVE: |'mcurious about how we ought to view
the caps. That is, is this a provider rescue or a patient
rescue? Because it turns out that -- | don't know whether
we think about it differently. You may want to argue that
there should be equity across provider types. But | think
that if | were sonebody -- hospitals | think are nore
preval ent than these other providers. | make that
statenent; | don't know. I|I'min the mddle of being
rehabbed. | run out of my $1,500 units. | go to ny doctor
and | say, oh, nme, oh, ny. He says or she says, you can go
to the hospital and have all the therapy --

DR. W LENSKY: The probl em has been the nursing
hones.

DR. LAVE: So the problemis the nursing hones.

For the outpatient people this really is not a patient
protection, except that you like a therapist.

DR. NEWHOUSE: Unless there's only one provider in
t own.

DR. LAVE: Unless there's only one provider. So |
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guess in terns of our analyses should we think about not
only it as being a patient condition but also a provider
condition? Because as | see it, the nmgjority of people who
are being treated on the outpatient side really are unlikely
to be nuch affected by this if nost hospitals, in fact have
therapy units, or they may think, in fact that it wuld be a
good idea to expand their units because they would have
i ncrease in demand.

| nmean, it's the sanme thing with the psychiatric
inpatient limts.

DR RONE: If | could restate sonewhat nore
conci sely, what synptomwas this designed to treat? Ws
this a conplaint on the part of providers? Ws this a
conplaint on the part of patients?

DR. WLENSKY: The fix or the original --

DR. LAVE: The fix. | nmean, it's a very peculiar
fix.

DR. RONE: The fix, yes.

DR. WLENSKY: | think the concern really was
twof ol d. The biggest concern was that the nost vul nerable

patients, those who are in nursing homes on Part B services
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who had run out of their 100 days of coverage, couldn't beat
the system And the second problemwas that you were
forcing a change in the person who's providing you with
rehab therapy and that that was regarded as not particul ar
desirable and/or you were biasing it toward the use of

hospi tal outpatient.

DR. RONE: Those were the conplaints about the BBA
provi si ons.

DR. W LENSKY: Those were the conplaints about the
BBA.

DR. RONE: That are | eading nowto these changes
whi ch we are seeing.

DR. WLENSKY: Right. | think the questions,
guess that we might want to look at is, if thereis -- there
was a problemthat BBA was trying to address in terns of
sonme perceived overuse, particularly in some of these
i ndependent facilities or the CORFs. That was why, at | east
in part -- that was one of the issues that led to the
adoption of the provisions in the first place. | think what
we're seeing now is a response, particularly to the nobst

vul nerabl e patients, the ones in nursing homes, who can't
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just easily switch providers.

|"mnot in a position to evaluate the seriousness
of it, but also the conplaint of people who were not going
to outpatient departnents, that they were being forced to
swWitch therapists mdstream so to speak, and that that was
not particularly facilitating a recovery.

DR ROAE: As a clinician, | think swtching
t herapi sts makes no sense at all. Each patient is
different. It takes a long tinme for the therapist to
develop a relationship with the patient in physical or in
speech therapy and switching -- | nean, it just doesn't make
any sense to nme. | think you have to go start at step one
at additional expense because it takes a long tinme to get
t he assessnent and everything el se.

DR. NEWHOUSE: Whereas switching the provider is
only rel evant because of the software glitch.

DR. RCSS: If it had been inplenmented as passed
there woul dn't be the switching; $1,500 was the per
beneficiary limt.

DR LAVE: No, it couldn't have been because the

out patients were always excl uded.
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DR. NEWHOUSE: Oh, yes, the outpatients --

DR. ROAE: They could always go to the hospital.

DR. W LENSKY: Right, exactly.

DR. ROAE: Not to another outpatient, but they can
go to the hospital.

DR. W LENSKY: Right.

DR. KEMPER: | wanted to change the subject so if
peopl e have ot her

DR. W LENSKY: | think we've exhausted this.

DR. NEWHOUSE: We're putting a cap on this
di scussi on.

[ Laught er. ]

DR. KEMPER | wanted to cone to your | ast
sentence which is that your analysis would provide
i nformati on necessary to nove in the future to a coverage
policy based on diagnosis and prior service use. And you
al so tal ked about the Secretary's report about this paynent.
s the expectation that this is -- | hesitate to use the
word interim but a tenporary thing that woul d be repl aced
by anot her paynent policy?

M5, MAXWELL: Yes.
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3

KEMPER: |Is that required in the BBA or just--

M5. MAXVELL: The BBA says to submt the report.

DR. KEMPER Is there any sense of what that m ght
| ook Iike?

M5. MAXWELL: No. Sone people on the Hill are
suggesting and requesting that a patient assessnent form
that woul d | ook sonmething |i ke an anbul atory version of the
MDS- PAC woul d be required for these services to help, just
as in all the other post-acute services, to have better
uni form functi onal assessnent and service and di agnostic
tool. But this would be inplenented, first of all, to help
yield informati on about the services and the patients, and
hopefully to help provide information that would help
determ ne a coverage policy, or at least to help determ ne
coverage norns or standards.

There really was no work done on these before the
BBA, so even basically linking the clains and seei ng how
much of this follows an i mredi ate hospital stay versus
follows other services, follows a rehab stay or follows a
SNF stay, will be hel pful just understandi ng how nuch of

this follows what kind of service use, and to know t he



10

11

12

13

14

15

16

17

18

19

20

21

255

| ength of the service use.

Like | said, we have a sense that it's typically
| ess than three nonths. Wen we | ooked at that that was
very useful for nme to know that, for exanple, it's not |ike
a honme health benefit where there seened to be sone really
| ong, chronic users. Information |ike that about the
service patterns | think are going to hel pful in determ ning
ei ther paynent policy or sone kind of coverage norms.
SNF st ay

DR. KEMPER: | guess | would urge you to focus at
| east sonme part of the effort over the next nonths on that
i ssue, in part because the cap issue may be sol ved by
| egi sl ation, but also so that we're in a position when the
Secretary or when HCFA does its report, that we will have
had background analysis and be in a position to do nore than
react to it.

| guess as part of that, the other thing that |
keep scratching ny head about is howw Il this paynent
policy relate to the rehab hospital paynent policy. So sone
t hought about that and how substitutabl e the kinds of

therapy are seens to nme ought to be part of the thinking
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goi ng on there.

M5. MAXVWELL: Right, although I would venture that
that is true not only followi ng rehab hospitals but al so
followi ng the SNFs or an acute care.

DR. KEMPER  Yes.

MR. MacBAIN. On page 8 of the paper in our books
whi ch begi ns the di scussion of Medicare paynment policies
there's a list of things that Medicare does not pay for;
services perforned repetitively to maintain a | evel of
function where the potential is insignificant for
i nprovenent, goals will not materialize, that sort of thing,
whi ch woul d seemto exclude a whol e category of people who
ot herwi se m ght be receiving therapy services.

My question is -- two questions. First of all,
can we determne the extent to which these definitions are
actually applied? Secondly, if they are being applied, does
the cap really add anything, or are we elimnating coverage
for people who really are benefiting fromthe services, by
putting the cap on it?

M5. MAXWELL: Let's see if | can renenber all the

parts of your question.
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MR. MacBAIN. The first part is, do we know
whet her the Medicare definition is actually being applied in
t he paynent of clains?

M5. MAXVELL: This is where some of the O G and
GAO reports where they actually go into nmedical records are
finding sone therapy that they consider to be not under the
coverage rules for skilled --

MR. MacBAIN. That's the 13 percent.

M5. MAXWELL: Right. Those are services -- when
they don't neet those definitions for the coverage policy,
coverage for skilled therapy, and if it doesn't neet those
it's considered maybe perfectly appropriate for the patient
not under the skilled therapy coverage rules. If it's a SNF
patient, it would be considered to be mai ntenance therapy
that should be by -- oftentinmes those are by nurse providers
rat her than therapist providers.

MR. MacBAIN. What I'mtrying to get at is whether
the cap is cutting fat or nmuscle. |If in fact the fat, at
| east in Medicare ternms, has already been elimnated by the
benefit coverage rules, does adding a cap on top of that cut

into efficacious therapy?
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M5, MAXVELL: | think the coverage rules
t hemsel ves do not cut out the fat.

MR. MacBAIN. Okay. You said as you get into this
you'll try to get into sone qualitative data about what
types of patients are in that 14 percent or 6 percent or
what ever residual we end up with, so hopefully that wll
give us a better sense.

DR. W LENSKY: Thank you. The next session is on
the honme health workplan. Thank you, Stephanie.

Loui sa?

MS. BUATTI: Last nonth | presented sone
prelimnary background informati on on HCFA' s research for
devel opi ng a hone health prospective paynent system This
nmont h' s paper provided nore detailed information froma
recently rel eased report on the denonstration projects.
Today, |'d hoped to share with you sone nore details of
HCFA' s proposed system but they have not yet issued the
regulation. So today ny presentation is going to focus on
t he workplan the staff has planned for this com ng year.
We' d appreciate your comments on it, and afterwards we'd be

happy to try to answer questions about the denp results that



10

11

12

13

14

15

16

17

18

19

20

21

259

were summari zed in the paper.

As you know, the current Medicare | aw requires
HCFA to devel op and i nplenment a case-m x adj usted
prospective paynent system by Cctober 1st, 2000. The
paynment rates established under the PPS will be cal cul ated
so that they're budget neutral to the spending level as if
the current IPSlimts were reduced by 15 percent. As you
may have heard, the Congress is currently considering
phasing in this reduction.

DR. LAVE: This is a 15 percent reduction over the
reductions that are involved in the interimsysten?

DR. NEWHOUSE: Ri ght.

M5. BUATTI: Yes. This year we've planned three
anal yses concerning home health paynent issues that wll
likely formthe basis of the March report reconmendati ons.
"1l just quickly summari ze them

First, we'll evaluate HCFA's proposed rule for the
PPS and prepare a conment letter to the Secretary. Then we
W Il prepare historical 60-day paynents to the proposed
paynent rates under the PPS. Then third, we will exan ne

changes in honme health use over tine. Now | can describe
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the different analyses a little bit nore specifically.

There will be a nunmber of issues raised in the
comment letter to the Secretary that the Comm ssion has
already identified. Last nonth, sonme of the conm ssioners
wer e concerned about the generalizability of the
denonstrati on projects HCFA has conducted, particularly
because the denonstrations were conducted, sone of them were
conducted prior to the inplenmentation of the IPS and the PPS
rates will be based off of IPS |evels.

Anot her issue is the ability of the case m x
adj uster to predict resource use, particularly because there
appears to be great variation anong honme heal th users.

The Comm ssion al so expressed interest in the size
of the paynent unit and the need to devel op special paynent
provisions for cases that were extrene in terns of cost.

Anot her issue that will |ikely be addressed in the
comment letter involves the inplenmentation of the PPS
itself. Currently, all home health agencies are schedul ed
to begin PPS on October 1st, 2000 rather than being phased
in by their cost reporting periods.

In the June report |ast year, the Conm ssion
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stressed the inportance of providing information to
beneficiaries, hone health agencies, and fiscal
internmediaries so that m sunderstandi ngs about paynment
policies do not inpede access to care.

In addition, the Conm ssion has indicated that
HCFA shoul d devel op policies to nonitor access and quality
of care for all honme health, for all post-acute providers as
they nove to a prospective paynent system

Then the final issue that you' ve identified is
that as with all paynent systens based on patient
classification will be inportant to nonitor changes in case
m x over tine.

The second anal ysis that we have planned is a
conparison of the PPS paynent rates for 60-day periods of
time wwth the paynents that occurred for 60-day periods of
time prior to the PPS. To conpare paynents before the PPS
i npl ementation we will construct 60-day episodes of care and
sonme charges for services provided during each of the 60-day
periods. The charges will then be adjusted using cost
report information to estimate Medi care paynents.

Because the conpari son periods do not include case
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m x information we'll not be able to conpare paynent rates
for specific types of patients. Instead we will conpare the
di stribution of paynents before PPS with the distribution of
paynents under the proposed prospective system In this
analysis we'll conpare the percentage of hone health users
in each of the paynent groups under PPS with the share of
users at different paynent |evels before PPS.

| see sone puzzled faces. An exanple would be
that if you' re | ooking at paynents in 1994, if 20 percent of
the patients received care costing Medicare X dollars in the
course of 60 days and under the PPS only 5 percent of the
patients would receive paynents of X dollars, then you could
conpare those and you m ght conme to the conclusion that the
new paynent system may not support a |l evel of care that was
provided in 1994, for exanple.

The third anal ysis we have planned this year is to
exam ne hone health use over tine. This will provide us
with baseline information to evaluate the PPS. W' Il | ook
at visits per user and m x of services per user in 1994; the
base period that was used to cal culate the |IPS paynent

limts. W'Il also |ook at 1997, the final year for cost-
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based rei nbursenent for home health agencies, and then 1998
whi ch was the first year of the IPS and the | atest date for
which we'd have a full year of data.

As you'll recall, we attenpted to do this analysis
earlier this year but we had to put it on hold when HCFA
started to investigate the validity of the data. So we're
really to attenpt that again.

Now I'Il turn it over to you for questions and
coment s.

DR. LAVE: | had a question. One of the things
t hat several of us have been very concerned about with
nmovi ng to epi sode- based paynent woul d be the incentives to
i ncrease the nunber of episodes. | |ooked at the eval uation
of the case-based PPS and noted that they found that the
cost per episode had decreased but there was no comrent
about the nunber of episodes. Do you have any information
what happened to the nunber of episodes under the
denonstration?

M5. BUATTI: Unfortunately, | don't have that with
me. | know that HCFA is concerned about that in that

currently they have not yet addressed the issue of paynents
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across multiple episodes. For exanple, for patients who
continue to fall within the same case m x category. But
that's sonmething that they intend to address in the --

DR. NEWHOUSE: It's not just that. 1It's the
potential for patients who had no epi sode before to have an
epi sode.

M5. RAPHAEL: |In the paper that you wote, which
t hought was very informative, | was interested that you said
one of the results of the denonstration was that cost per
visit went up and that you thought small agencies were
potentially inperiled. | was just interested in that
findi ng.

M5. BUATTI: That was the finding of the
eval uators, that the smaller agencies had nore difficulty
reducing their cost per episode, and the cost per visit for

t hose agencies tended to increase nore than for |arger

agenci es.

DR. NEWHOUSE: Louisa, | just want to first just
clarify termnology. | tend to be concerned about what |'|
call left outliers and right outliers, neaning the very

cheap people and the very expensive people. | think that's
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probably better term nology. Wre you using inlier to nean
what | nmean by a | eft-hand side outlier?

MS. BUATTI:  Yes.

DR NEWHOUSE: An inlier to nme is sonebody that's
not an outlier. That conmes up in the SNF chapter, too.

Then | suggest we consider, possibly for the June
report, the issue of what kind of -- assum ng that HCFA goes
ahead with what they're tal king about -- what kind of
nmoni toring systemone would put in place, particularly given
t he concerns about the very small and very | arge epi sodes.
We don't have to do that until they nmake their reg final,
but we might start to think about that at | east.

DR. WAKEFI ELD: Just a couple of comments. First
of all, I don't know if you've seen, Louisa, Project HOPE s
Septenber report on inplications of the BBA for rural
hospitals but it's -- rural hospitals owning hone health
agencies, that relationship. M concerns are tied to access
to home health services, again primarily for rura
beneficiari es.

Just as an aside, what their data seemto suggest

is that about 54 percent of all rural hospitals own a hone
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heal t h agency, and they conpare that to about 41 percent of
urban hospitals. And that, no surprise, the size of the
home health agency is smaller on average than its urban
counterpart, needless to say.

The couple of comments that | have, actually one
and this | guess relates to the report you were just
referencing that was not done, the study that was not done
by you. 1'd be interested in knowi ng, you're citing on page
3 the evaluators tal king about -- eval uators suggesting that
given the smal| agencies problens, snmall agencies may find
it intheir best interest to nerge with others to achieve
nore favorable economies of scale. 1'd be interested in
knowi ng wi th what or whom or where that those agencies would
be encouraged to nmerge with, when one thinks about access to
home health services and agencies in rural areas, just as an
asi de.

Now to ny real points. On page 9, you're talking
about what the analysis would describe, and | just want to
reinforce your selection of the variables that you've
i ncluded there. Analysis would describe the nunber of

visits or volune, because volune frommny perspective is an
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extrenely inportant issue. Also, you nention, obviously,
geographic region. |'mwondering, will that include -- when
you' re | ooking at geographic region will that include -- or
maybe you can't capture it, but could you capture the
service area for a hone health agency. Apparently not by
the | ook you're giving ne.

Cut to the chase. The reason I'd be interested in
that obviously is because if it's a large, large service
area then there are transportation costs that may not be
pi cked up in the prospective paynent. But if you can't
capture that, it's just a point.

"1l just real quickly, because |I don't want to
take up too nmuch time, run through a couple of others. The
provi der ownership, are you thinking in terms of exam ning
provi der ownership there? Are you |ooking at profit versus
non-profit?

M5. BUATTI: Yes. And whether or not it's a
gover nment agency as wel | .

DR. WAKEFI ELD: Public or private. Gkay, so
profit versus non-profit. | guess that's --

MS. BUATTI: And then there's a separate variable
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that allows us to distinguish between freestanding or
facility-based.

DR. WAKEFI ELD: Thank you, that's the other one |
was | ooking for was hospital versus freestanding. So you're
going to |l ook at that, too.

M5. BUATTI: Right. There are also sone hone
heal t h agenci es based in SNFs and CORFs. But very few

MR. MacBAIN. First, thank you, Joe, for
clarifying the inlier-outlier thing because | was a little
confused by that, too. In talking about short stay or left-
hand outliers, it would be helpful if you could give us a
graph showi ng the distribution, because at |east as |
envision the graph it's wwth nost of the left-hand outliers
clustered just below the trimpoint, where the right-hand
outliers stretch out on a long tail, which suggests to ne
that there's an opportunity to bunp sonmebody froma |eft-
hand outlier to an inlier relatively sinply conpared to
having a | arge effect on bunping sonebody froman inlier to
a right-hand outlier. [I'mjust concerned about behavi oral
response to an inlier to a left-hand outlier trimpoint.

M5. BUATTI: The nodel that was described in the
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| atest case m x study considered the |eft-hand outliers
those, | guess up to four visits. So it appears that --
again, nothing is final but it appears as though the case
m x system woul d begin to count the 60-day periods with
those greater than four visits and they would treat the
first four visits somewhat differently. Al though again,
that hasn't been announced, but that was sonething --

MR. MacBAI N: But the increnental revenue for that

fifth day could be substantial. That's ny concern.
DR KEMPER: |I'mnot so clear why we want to focus
just on the outliers. 1In the sense that there's an

incentive to reduce a day anywhere al ong the conti nuum and
the last thing we would want to do is introduce these
not ches, | would think, although there's obviously a notch
at zero and that's why we're concerned about the |eft-hand.
But it seens to nme you would want to --

DR. NEWHOUSE: O nmybe at five.

DR KEMPER: If you nmake it four, then it's at
five. If you make it at five -- so you' d want to have sone
sort of smoothening. So I don't know whether sone sort of

cost sharing or risk sharing here is appropriate or what.
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But it's not obvious to ne we want to just focus --

DR. NEWHOUSE: W should probably wait till we see
the rule till we speculate further. | nean, the general
principle is clear.

DR KEMPER: O the concern is clear.

DR NEWHOUSE: Yes, the concern is clear.

DR. KEMPER | guess the other question, | didn't
under stand your data anal ysis and how you coul d eval uate the
proposed system w t hout having case m x dat a.

M5. BUATTI: That is sonmewhat of a chall enge.
We're working to get sone information from HCFA on case m X
information that they used to devel op the system

DR. KEMPER. So you're going to try to get those
data. But what you proposed is sonething w thout using
t hose?

MS. BUATTI: Yes.

DR. KEMPER  That | didn't understand. Maybe we
shoul d tal k about separately. Maybe that's a better way to
do it.

DR. NEWHOUSE: Anything el se on hone heal t h?

Thanks, Louisa. Let's recall Stephanie.
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M5. MAXVELL: This has been a pretty busy summer
in ternms of policy decisions and devel opnents regarding the
rehab PPS. There's also sone major study initiatives that
go underway this sumrer regarding potential |ong term
hospital PPS systens. The point of this presentation is to
sumari ze these decisions and activities and to briefly
review our work in these areas in the com ng nonths.

| want to start by showi ng what the BBA said about
the PPS for rehabilitation hospitals. It noted what types
of factors should go into the classification system but
unlike the case with the SNF PPS, the BBA | eft the choice of
a classification systemup to HCFA.

It also noted the paynent adjustnments that will be
used. Regarding the adjustnents, it specified a 5 percent
outlier pool, which by the way is the sanme size as the
outlier pool used in the acute care PPS. It also specified
that the market basket would be the basis of the update for
inflation. Finally, the systemis begin its phase-in next
year in Qctober of 2000.

Until this sunmer, HCFA was in the initial steps

of devel oping a rehab PPS that entailed using the sane
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met hodol ogy that was used to devel op the SNF PPS. So al ong
those |ines, HCFA contractors began work in the spring of
this of '99 of a study to collect the patient assessnent and
resource utilization informati on necessary for designing the
classification systemand a set of weights.

You probably renmenber this fromour presentation
| ast year, information was to be collected on approxi mately
2,000 rehabilitation patients. The patient assessnent
instrument used in the SNF PPS had been nodified to nmake it
nore applicable to rehabilitation hospital patients and
informati on was going to be collected on patients in the
rehabilitation study using that nodified instrunent.
Resource use was going to be neasured on a per diem basis
mai nly by counting the mnutes of clinical staff tine spent
wi th patients.

In our March report the Conm ssion raised several
concerns about each of these four points. W were concerned
about the reliability and validity of a PPS based on 2,000
patients, which is less than 1 percent of Medicare's
rehabilitation hospital patients in 1998. O her concerns

stemmed from how t he PPS net hodol ogy handl es rehabilitation
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service use, at least in the SNF system SNF patients who
use rehab services are assigned to a RUG based on the nunber
of m nutes of therapy they use and then by their ADLs.

Anot her issue echoes sonme of the current problens
of the SNF PPS by relying mainly on the count of clinical
staff mnutes to devel op the paynent weights. W were also
concerned about whether the nmethod would sufficiently
capture the costs of other hospital service use |like drugs
and | ab worKk.

Finally, the Conm ssion was sonmewhat concer ned
about the appropriateness of a per diemunit of paynent for
pati ents undergoing inpatient rehab which is quite a
functional outcome oriented, intensive course of rehab care.
| say sonewhat concerned because both in the policy
comunity generally and in the Comm ssion there were
di fferent opinions about this and a health sense of the pros
and cons about a per diem and a per-discharge paynent unit.

In the end, as you know, we recommended in the
report that the Secretary refine the FI MFRG system which
is another rehabilitation PPS proposal that HCFA had al ready

devel oped and eval uated under a prior contract.
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In the spring and sumrer there were nounting
pressures and di scussi ons about the PPS options anbng and
W thin HCFA, the departnment, the Congress, and the
rehabilitation hospital community. In July of this sumrer,
HCFA announced that it would alter the course regarding the
PPS. As a result, the rehab PPS is being finalized this
fall and a notice of proposed rul emaking i s expected by
January of this com ng year.

HCFA' s contractors using Medicare cost report
data, Medicare clainms data, and patient assessnent
information for 1997 to update and refine the classification
groups and paynent weights that it had refined before on the
1994 data of the FIMFRG system The patient classification
system uses function and di agnosis to group patients.
Patient weights are derived from Medi care paynents, and the
unit of paynment is the discharge.

The contractor will also revisit and refine other
paynent system adjustnents that it had nodeled on the '94
data, particularly regarding transfers, inliers, or short
stay outliers, and outliers in the nore traditional term

the long stay outliers, GVE paynents, DSH paynments, and wage



10

11

12

13

14

15

16

17

18

19

20

21

275

adj ust nent s.

The work regarding the transfers will be
especially reevaluated. In the '94 evaluation, transfers to
PPS hospital s were eval uated, whereas the current work
i nvestigates those transfers as well as discharges to other
post-acute settings. This broader definition of a transfer
and the use of transfer and short stay adjustnents are key
parts of the Comm ssion's recomendati on about this policy
proposal. These policies, about the transfer and short stay
outliers are al so supported by HCFA

In an inportant addition to refining the FI M FRG
proposal, HCFA reoriented its original rehabilitation staff
time or RUG study. Now that study is focused on collecting
detailed patient information on a few diagnostic conditions
that do not occur frequently anong the Medicare popul ati on.
The main ones that they're looking at at this point are
traumatic brain injury and burns. That information will be
used to help refine the classification groups and the
paynment wei ghts applicable to the patients with those
condi ti ons.

HCFA is also currently working on software that



10

11

12

13

14

15

16

17

18

19

20

21

276

the rehabilitation hospitals and units will to assess and
classify the patients for PPS paynent.

DR. LAVE: Can | ask a question about the one
whi ch says they're going to use the FIMFRG and then the
| ast one that says they're going to use the MDS-PAC? |
don't understand that.

M5. MAXVELL: The final classification groups and
paynent weights will be derived fromFIMclassification, FIM
assessnent information which is available on nost of the
Medi care patients through the systemthat we' ve tal ked about
in many of the presentations |ast year. Mst of those itens
within the FIMare, to nost people's perspective, very
closely integrated into the MDS-PAC. So the MDS-PAC will be
used to assign the patients once the systemis inplenented
and that is different and nuch nore extensive information.

DR NEWHOUSE: | think this is |like saying you're
going to use the face sheet to assign the DRG or the
information on the face sheet to assign the DRG You're
getting the functional status fromthe MDS-PAC and then
you're going to use the functional status to classify.

DR. LAVE: But then they're saying they're using
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the MDS, unlike they're mapping the FIMFRG to the MS --

DR. NEWHOUSE: No, it's the other way around, the
MDS maps -- that information gives you the functional status
whi ch goes into the FI M FRG

M5. MAXVELL: Fromthe MDS information, patients
will fall into the classification groups.

DR. KEMPER  Because | thought the FI M FRG was
nore detailed than the MDS; that there was nore information.

DR RONE: FIMFRGis different than the m ni mum
data set.

DR. KEMPER That's what |'m having trouble wth.

DR ROAE: It includes sonme patients
characteristics that are derivative of the m ninum data set.

DR. KEMPER: It's the clinical stuff that | was
concer ned about.

M5. MAXWELL: There's much nore clinica
information in the MDS. So the MDS includes the itens that
are in the FIMplus a whol e bunch of other stuff.

DR. LAVE: And there's nothing in the FIMthat's
not in the MDS?

DR. NEWHOUSE: | don't think so.
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DR. KEMPER | thought it was the other way
around.

DR. RONE: It's the other way around.

DR. LAVE: So you can use the data fromthe MS
and put people into the FIMFRG cat egories?

M5. MAXVELL: Yes.

DR LAVE: So the MDS is like the | CD codes and
the FIMFRG is the DRGs.

DR. NEWHOUSE: The MDS is |ike the face sheet.
This has the information that you're getting.

She's got a slide here. Here's the next slide.
Ni ce segue.

M5. MAXWELL: This just lists all of the sections
on the tool. This is slated to go online, of course, by
Cct ober of 2000 in facilities. HCFA is working on the
software that facilities would use to assess the patients
using the MDS, and the information on the MDS would lead to
what groups within the classification systemthat they would
be assigned. HCFA's al so hoping actually that this would be
avai |l abl e before COctober of 2000 to facilities just so that

they can increase their famliarity with it before paynent
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actually turns on it.

In the interest of time | just want to show you
this overhead about analysis we plan to do, although we can
come back and discuss it if you like. Basically, we want to
mne the clains that are on sone of these points and we have
to comment on the Secretary's proposed rule which, as |
mentioned, will cone out in around January.

Sonme of the particular points of the analyses wll
be to I ook at the patterns of discharge to different post-
acute sites, transfer patterns, and the I ength of stay of
the very short and very long stay patients, and the cost
patterns of the very |low and very high cost patients.

|f there's no particular questions about the rehab
"1l just nove on to the long termhospitals. First | want
to call your attention to the appendix in the materials
whi ch has some background on long term hospitals. Today
t hough 1'mgoing to go straight to the PPS issues.

The BBA does not require inplenentation of a PPS
for these hospitals. It does require though that the
Secretary devel op and subnmit to the Congress this nonth a

proposal for legislation that woul d establish a case-m x
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adj usted PPS for these hospitals. The BBA states
specifically that the Secretary shall consider severa
paynment met hodol ogi es including the feasibility of expandi ng
the current DRG groups and PPS for acute care hospitals to
paynments under the Medicare programto |ong term hospitals.
About the report, an interimreport to the
Congress is expected later this fall and a final report wll
be rel eased next summrer. HCFA staff tell us that the
interimreport will provide background information about the
TEFRA system and about |ong term hospitals and hospital
patients and will describe their overall workplan to conpare
and eval uate potential PPS approaches for these hospitals.
This summer, HCFA contractors started to eval uate
the potential PPS options. Again, the work in that
evaluation wll be the basis of the final report in the
sutmmer. HCFA and its contractor are eval uating conparing
all of the known approaches or concepts for long term
hospitals. These include three options or types of options.
The option that at this point is the nost fully
specified is a PPS that is nethodologically quite simlar to

the acute care PPS. It proposes using 179 DRGs to which
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long term hospital patients are nost commonly assigned, plus
an additional assignment groups that conbine |ong term
hospital patients in other DRGs into sim/lar cost

categories. Paynent weights for those total 184 groups were
devel oped using Medi care charges for long term hospital
patients.

This nethod predicts about 40 percent of paynents
assuming a 5 percent outlier pool, which is the outlier pool
in the acute care PPS system and required for the rehab
system It predicts about 60 percent if you use a 10
percent outlier pool. Wth no outlier pool it predicts
about 20 percent. Just for conparison, the current TEFRA
systemthat these facilities are under predicts about 15
percent of paynents.

The second option and the one that the BBA states
nmust be explored is to sinply expand the acute care DRG
system |In other words, instead of creating a separate PPS
as this first option does, this second one woul d add sone
nunber of DRGs for long termhospital patients to the
current DRG system

DR. NEWHOUSE: How does that differ froma
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separate system operation?

M5. MAXVELL: It would not be a separate system
For exanple --

DR. NEWHOUSE: Why don't you go ahead?

M5. MAXVELL: There are a lot of particular nodels
that the second option could explore. Cbviously, even just
t he nunmber of DRGs that woul d be added coul d be expl ored
enpirically, and HCFA contractors are going to explore that
enpirically and they'I| be able to conpare that with the
first option.

The contractors wll also eval uate and conpare
those two options with a third approach, kind of a per diem
RUGs- | i ke PPS approach. HCFA had expressed a preference for
this third approach in the past, but it certainly has not
begun a long term hospital patient study that woul d be
necessary to develop a per diem RUGS-1ike PPS. This third
approach just would allow a conceptual conparison with that,
whereas the first two approaches there will be enpirical
conparisons avail able fromthe study.

| just want to show you the anal yses that we pl an

to do, although again we can cone back to this in the
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di scussion. In the comng nonths, our work in the long term
hospitals will include the quantitative anal yses to address
sone of the issues about |ong termhospital patients and
care patterns, and qualitative anal yses about the PPS

appr oaches.

W plan to do sone targeted conparisons of |ong
term hospital patients with others such as PPS outlier
patients and sel ected SNF patients, and also further analyze
the care and expenditure patterns of |long term hospital
patients. This will help answer questions such as whet her
I ong term hospital patients have fewer readm ssions or |ower
nortality rates and | ower overall costs than patients who
are in areas where there are no long term hospitals.

There's about 230 of those in the country. So certainly not
avai lable for all patients.

O course, we will comrent on the Secretary's
report once it's released next summer. At this point |'1]l
yield to your discussion about the PPS approaches or about
t he wor kpl an.

DR. W LENSKY: Thank you. Joe?

DR. NEWHOUSE: A couple itens, Stephanie. To cone
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back to the question | started to ask. Wuld the expanded
DRG option be only open to long termhospitals? O if I'"'ma
short term general hospital can | bill an expanded DRG in a
new DRG?

M5. MAXVELL: Both of those would be expressly
| ooked at, having additional DRGs that only long term
hospital patients can go into versus if an acute care
hospital did have a patient that fit that |ength of stay and
fit that DRG But they're both enpirically tested and |
understand that --

DR. NEWHOUSE: The former would seemto have no
functional difference with a separate system

DR ROAE: I'msorry, | didn't understand the
answer .

M5. MAXVELL: The question is whether or not if
you tacked on sone additional DRGs to the current system
woul d t hose DRGs be avail able only for | ong term hospital
patients.

DR ROAE: | got the question. It was the answer
| didn't get.

M5. MAXWELL: As | understand it, the contractors
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are going to |l ook at both. Look at what happens if you just
have additional DRG groups for the long term hospital
patients, but they would al so see whet her or not other --

DR NEWHOUSE: So if I'ma short termhospital, do
| have then the option of billing as an outlier or billing
in this new DRG since the |long stay patients would
presumably nostly be outliers, or a lot of themwould be?

O is that too fine a level of detail for the present |evel
of discussion?

M5. MAXWELL: All of the questions have been
t hought about and rai sed by HCFA and the contractors and
they're going to look at it. But as | understand it, the
original assunption is that they would be DRGs just for the
| ong term hospital patients.

DR. RONE: Can | comrent on that before you go to
the next question? | think there's a principle here that
goes beyond this particular set of institutions and
services, and it goes into others. W spoke |ast year about
cancer hospitals versus cancer patients at general hospitals
who woul d be getting exactly the sane care. W' ve spoken

about the PPS-exenpt hospitals, psych hospitals, for
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i nstance, versus a psych unit in a given hospital.

Dependi ng on how the | awers want to help you, you can
create a hospital out of a couple floors of your hospital if
it's financially advant ageous.

| nmean, | think it's silly. | think we should be
t hi nki ng about the beneficiary who's getting the services
and not try to foster these distinctions based on the title
of the facility. It should be what the beneficiary needs
and what the beneficiary is getting. |If sonebody is getting
care in a general hospital and they have cancer, then
Medi care's paynent for that should be nore or | ess the sane
as sonebody across town in a cancer hospital.

DR. NEWHOUSE: The problemw th that for this is,
these institutions are defined by having an average | ength
of stay greater than 25 days. So by definition the PPS
doesn't fit them

DR. WLENSKY: That's why they were excl uded.

DR ROWNE: | understand that.

DR. WLENSKY: W can cone back -- we actually
have this discussion in our report. W, as a general

principle, have clearly preferred having the paynent for the



10

11

12

13

14

15

16

17

18

19

20

21

287

service not differ according to the facility. Wen we nade
a recomendation | ast year about a deno that woul d pay rehab
services provided in a nursing honme |ike rehab services
provided in a rehab facility, it was to try to not have the
paynment tied to the facility but really to the service

provi ded.

But there are sone areas traditionally which have
el uded the ability of HCFA for defining a prospective
paynment system and since its inception, psychiatric and
|l ong term hospitals have been two of the four that have been
excluded. W can continue this discussion --

DR RONE: | know that and -- that's fine. |
t hi nk psychiatric services and psychiatric hospitals is a
guesti on.

DR. NEWHOUSE: But if you think about it, here
you've normed it, in effect, on an average length of stay in
short termhospitals. So now you've got |long stay patients
that -- let ne go on the workpl an.

At the very end of the workplan you propose
basi cally conparing readm ssions and nortality rates anong

long term hospital patients -- this is page 8 -- with
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patients in other post-acute settings, and extended stay
SNFs. 1'd be very skeptical about the ability of that

anal ysis to be convincing. The case mx controls would have
to be better than | think they' re capable of being. W know
these hospitals are a very heterogeneous group of hospitals
and the patients in themare very different. To think that
-- | just wouldn't know what to nake of a conparison on
readm ssions or nortality rates in either direction here
given that | don't have any confidence in the ability to
control for case mXx

DR KEMPER | had the sanme reaction. There's
just such a selection into these hospitals.

M5. MAXWELL: Absolutely point taken. The cl osest
we could get at this would have been to take sel ected DRGs
as assigned and the PPS hospital, given that those DRG
assignnments are the nost --

DR. NEWHOUSE: No, | assune we're going to do DRG
But even so, it doesn't hel p enough.

M5. MAXWELL: And then | ook at the share of
paynents for non-therapy ancillary services, |ook at very

specific patients like vent patients which are a little nore
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definable than a patient that is in sone of the other

di agnoses, sone people think. But basically by trying to

| ook at the highest end patients in sonme of the other
settings, highest end regarding their non-therapy ancillary
use, we were just trying to have sonme kind of a |longer term
pattern of care | ook anong the long term hospital patients
and then just | ook at an area where there are no long term
hospitals at all. The PPS outlier patients, that's at | east
a start of a group.

DR. NEWHOUSE: In epidemological terns, that's an
intent to treat analysis. But in ternms of saying anything
about the long termhospitals, that's going to depend on
having a fairly high proportion of these patients in sone
area in the long termhospital. |'mnot sure you' ve even
got that. But maybe now we're getting past what | really
know about this area; you know, how concentrated vent
patients in long termhospitals? | suspect there's a nunber
of themin short term general hospitals so you're not going
to have nmuch power in your analysis. | don't know.

M5. MAXVELL: We have a 100 percent universe of

the long termhospital patients, so certainly with the ones



10

11

12

13

14

15

16

17

18

19

20

21

290

that specialize in vent patients we would at | east have the
bi ggest nunber. But | take your cautions.

MR, MacBAIN.  Just to follow up, Gail touched on
our recomrendation |last go-round to try to deal with the
sane patients the sane way regardl ess of whether they're
being treated in a rehab hospital or a SNF. Do you have a
sense of how nuch that overlap is, and were you planning to
revisit that recommendation in your analysis? Wat
difference there is between paying on a FIMFRG basis in a
rehab hospital versus the sanme kind of patient being paid
for on a RUG basis in a SNF?

M5. MAXVELL: For many of the -- we think there's
an overlap in sone of those patients, but not all of them
Just even the three-hour rule for rehabilitation hospitals
tells you that they're getting the sickest rehabilitation
patient. The therapy mnutes within the RUG system
generally aren't focusing on mnutes that woul d take you
into that three-hour rule but would reflect a nmuch | ess
i ntensive therapy course. | think as we have actual RUG
assignment information on the SNF clains in the future it

will help us conpare that nore than the information we've
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had in the past.

DR. W LENSKY: Any other comrents? Jack, to go
back to the issue that you rai sed, when we cone to
di scussing this further in the actual chapter for March I
think it wll be appropriate either again as we | ook at the
general areas where we have cross paynent or different
paynment areas to try to raise our concern when we pay for
things differently by the facility. | do think that the
aver ages, as Joe nentioned, the averages here are such that
t he paynent based on averages in the acute care nmake it
really problematic to think of themin the sane way.

| do think the burden of proof ought to be on the
institutions that claimthat they are different. And in
this case, | think they actually have nmet that. It is not
cl ear whether or not the sane is true for sonme of the cancer
exanpl es that you have raised earlier as to whether the cost
of care of treating cancer patients in an acute care
hospital |ike yours is fundanentally different than the cost
of care of treating cancer patients in the cancer
facilities.

| think that the notion of saying that the burden
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-- if units, if institutions claimthat they are
fundamental | y outside of the averages in a significant and
prol onged way, it would be appropriate to say the burden of
proof of that ought to be on these institutions. But I
think in this case the PPS-exenpt, the four PPS-exenpt
actual ly have denonstrated that in the past.

DR ROAE: Yes, | think this is an interesting
policy question, and is often the case, you know nore about
this than | do and that's fine. | think that wth respect
to the psych hospitals, the facts are that if you go to nany
| arge, acute general nedical hospitals there is a psych
buil ding which is a separate building and is in fact no
different than if it were sitting there as a "psych
hospital . "

DR. NEWHOUSE: The analog here is the so-called
long term hospital within the hospital, which HCFA has tried
very hard to stop and nostly has succeeded.

DR. ROAE: | understand. So there's that, you
see. Just like the children's hospital. Al the big,
medi cal surgical hospitals have children's wings or separate

buil dings. Go to Colunbia Presbyterian, they have a babies’
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hospital as part of Presbyterian. How is that different
than the Children's Hospital of Philadel phia? That's ny
question. And we'll discuss it maybe if we have a chance of
if there's some reason to soneday, and there may be
exceptions.

DR. WLENSKY: 1'mvery synpathetic with the issue
that you're raising. | would regard this appropriately as
sayi ng, the burden of proof of indicating a difference ought
to be on those that are claimng a difference, as opposed to
presum ng a difference because they have a different nane.
We can, as we get ready for our March report, try to pursue
that in areas where we think we have sonething to say about
this. So | amquite synpathetic with the issue that you
raise.

M5. MAXVELL: Al so, renenber the psych units as
well as the rehab units of these acute care hospitals are
exenpt fromthe PPS. Those units as well as the
freestandi ng hospitals are under this TEFRA paynent system
As Joe was saying, in theory there's not supposed to be
these unit equivalents for long termhospitals, but those

units are exenpt.
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DR. ROAE: | understand that, Stephanie. | know
they're exenpt. But | also knowthat if you | ook at the
House Ways and Means Committee proposal, it says PPS-exenpt
hospitals. It doesn't say PPS-exenpt units. So it's
differentiating the hospitals fromthe units. And if that's
what's going to happen, then that's in appropriate.

DR. NEWHOUSE: | don't think so.

M5. MAXVELL: That's a technical --

DR. W LENSKY: Jack, don't put so nmuch into this
summary. |'mnot sure that that's correct.

DR ROAE: Ckay. But | think there is -- | know
that those are exenpt. But | think there are a whol e bunch
of issues of peds, cancer. There may be other things com ng
along down the line -- | don't know -- and we just should
have sone principle. W had one here that didn't nmake sense
to me either which is, you can get as much rehab as you want
if it's in the hospital but you're limted if it's an
outpatient. There's another one. | nean, there's like 100
of them and we just need a general discussion of them

DR. WLENSKY: No, | agree and | think we will try

to make -- when we get ready for our March report, to raise
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this specific issue. But these summary statenents of
| egislation they're putting out, and I don't think there is

a distinction intended in that.

Thank you, Stephanie. Deborah?

M5. WALTER: The purpose of this presentation is
to provide an overview of the proposed workplan to assess
the inmpact of the BBA on SNF utilization patterns. The
anal ysis may gui de deci sions on where, if any, targeted
fi xes should be made, and to provide sone prelimnary data
that may begin to address where refinenments to the SNF PPS
may be appropri ate.

"' m seeing the conm ssioners' comments on whet her
t he appropriate questions have been raised in the analytic
framewor k and any areas of concerns or issues that should be
considered in conducting the analysis. 1'Il begin with a
brief overview of the changes to Medi care paynents to SNFs
foll owed by the broad policy issue, and then the workpl an
itself.

The BBA nade significant changes in Medicare

paynments to SNFs. It established a PPS under which SNFs are
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paid a single case m x adjusted per diemrate for each
resident that covers all routine and auxiliary capital
related costs, and the cost of Part B services provided
during a beneficiary's Part A stay. Previously Medicare
paid nost SNFs a daily rate based on their reasonable costs.
However, therapy and non-therapy ancillaries were not
subject to those limts.

The PPS began to be phased in on July 1st, '98 for
each SNF according to its cost reporting period. Under the
SNF PPS, rates are case m x adjusted based on the
classification called the resource utilization groups,
version Ill, or RUGs. RUGs-I1l is intended to reflect
treatnment costs associated with a full range of SNF patient
types with varying characteristics and degree of resource
intensity.

Several studies, including those funded by both
the industry and HCFA suggest that the RUGIII paynents may
be too high for patients who use relatively few non-therapy
ancillary services and too | ow for those who need rel atively
hi gh | evel s of these services. This may be due to the fact

that non-therapy ancillary services were not included in the



10

11

12

13

14

15

16

17

18

19

20

21

297

devel opment of the paynment adjusters or weights that raise
or |ower the average paynent to account for the resource
need differences across patients.

| nadequat e paynent rates could potentially result
in SNFs denying adm ssion to beneficiaries who have
nmedi cal | y conpl ex cases, or not receiving the necessary
services. HCFA is funding substantial research to exam ne
the potential for refinenments to the SNF case m x
met hodol ogy, including the exam nation of mnedication
t herapy, nedically conplex patients, and other non-therapy
ancillary services.

We expect research findings to be out by January
1st, 2000, and if the research supports the refinenents,

i npl enentation is expected on Cctober 1st, 2000 with the
update to the PPS rates.

Since the tine of witing and that you' ve received
your materials, the GAO published a report related to the
non-therapy ancillary cost variation. Essentially, it
concl uded what the other studies have al ready concl uded,
that the PPS case m x adjustnent nmethod rmay not appropriate

account for the variation in non-therapy ancillary costs.
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But | think nore inportantly, the report suggests
t hat i ncreasing SNF paynents for all or some RUG groups wll
not address the allocation problem Rather, it would just
sinply add cost to the program and i ncrease overpaynents
Wi t hout inproving the distribution of paynents across
pati ent categories and SNFs.

Moving on to the proposed workplan. W are
proposi ng a pre-post approach. The pre-PPS period will | ook
at the data for facilities and beneficiaries served for
fiscal years '95 through '97. The post-PPS period wll
i nclude the sanme units of analysis for fiscal year '98. To
m ni m ze confoundi ng effects resulting from seasona
variation and differences in periods anong facilities who
may be transitioning to the new paynment system the analysis
is proposed to focus on the last fiscal quarter; that is,

Cct ober through Decenber of each of the study period years.

Facilities beginning PPS in cal endar year '98 wl|l
be conpared to those providers who did not start in '98.
This effectively serves as our control and test group, and
obviously we're interested in any differences between those

two groups.
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In addition, MedPAC proposes to convene a clinical
advi sory panel. This panel will neet twi ce, once at the
begi nning of the project to review the detail ed workpl ans
and to provide expertise regarding clinical indicators nost
relevant for the analysis. Then again we'll bring them back
after the conpletion of our analysis to assist in
interpreting some of the findings.

The research will proceed in tw phases.
Essentially, phase one wll focus on the nunber of skilled
nursing facilities and changes in case mx. W plan for
this analysis to be conpleted for the March report.

Phase two will focus on the longer term nore
conplex issues that will require nore tinme and information
to begin to evaluate. 1In the latter phase we will attenpt
to nore specifically address whet her paynents are
appropriate. W hope to have this work finished for the
June report.

The first question addresses the change in the
nunber of SNFs. This is a fairly straightforward anal ysi s.
W despread provider wthdrawal from Medicare coul d suggest

that Medicare's paynent rates are too low. On the other
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hand, relatively little change nay suggest that paynents are
adequate, or that it may just sinply be too early to detect
any changes in provider behavior.

The second question | ooks at whether facilities
have changed their case m x since the base year. Prior
anal ysis has shown that the post-acute care utilization is
strongly related to the beneficiary's inpatient diagnosis.
Approxi mately 13 DRGs account for half of all post-acute
care use in the SNF setting, while an additional 11 DRGs
make up rmuch of the renaining conponent. Since we don't
have conplete RUGs data -- it's just not yet avail able --
we' re proposing an indirect neasure to examne this area of
i nterest.

The analysis will be limted to patients within
the 24 DRG assignnents, and fromthis inpatient pool
patients that had a SNF stay will be selected and then
I i nked back to their assigned DRG for their qualifying
hospital stay. This approach will allow us to conpare non-
users of SNF to SNF users.

In order to nore accurately assess whet her

facilities have changed their case mx over tinme, APR-DRGs
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will also be assigned to all patient records wth those 24
DRGs prior to the SNF stay. The analysis will use these
assignments made during the hospital stay as a proxy for the
clinical characteristics of SNF patients and expected
services that conprise the SNF stays.

As you may recall, the APR-DRGs were discussed at
| ength by MedPAC staff at the Septenber neeting in relation
to the work that they were doing for teaching hospitals.
But very briefly, the APR-DRGs are intended to nore
accurately account for differences in patient severity of
illnesses. Instead of differentiating patient categories
based on the presence or absence of conorbidities or
conplications, the APR-DRGs groups patients based on the
presence and the | evel of the conorbidities or
conplications.

The inmportance of a particul ar secondary di agnosis
varies according to the nature of the patient's problens,
i ncludi ng the underlying condition, age, and the presence of
certain operative procedures. So the secondary diagnosis
mght result in different severity class assignnents

dependi ng on other characteristics of the patient's
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condition or treatnent.

We're al so proposing to exam ne changes in the
case m x index during our study period based on the APR-DRG
weights. | think that this is of interest since it provides
an estimate of acuity by relative costliness of hospital
i npatient care conpared to the overall costliness across al
APR- DRGs.

Finally, we'll look at the length of stay exam ned
by the APR-DRGs for each year.

Finally, the last two questions will be addressed
for the June report. W plan to limt our analysis to
approximately five types of patients which reflect the
hi gher acuity levels. W're hoping that the clinical panel
wi |l provide sone insight and guidance in this area. For
this particular question we will use the DRG and the APR-
DRGs, and changes in SNF services and procedures associ ated
with these patient groups, pre and post-BBA will be exam ned
usi ng cl ai ns dat a.

For the fourth and final question we'll identify
five or 10 costly services with the assistance of our expert

panel. Based on their input, procedure and drug codes may
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be used to assess changes in the nunber of costly services
provi ded to SNF beneficiaries pre and post - BBA.

That was a real quick overview and | now turn it
over to you for discussion.

DR. RONE: One question. Deborah, the last item
on one slide went past ne pretty quickly on the |ength of
stay. Do you have the length of stay data on both the
hospital and the SNF stay?

M5. WALTER  Yes, we will. But | think the plan,
| think of particular interest is to |ook at the | ength of
stay on the hospital side, because of course, we're hearing
that the nore nmedically conplex are staying |onger on the
hospital side before actually going to the SNF side. So by
| ooking at the APR-DRGs we'll get sone sense of the
conplications and the clinical conditions and so forth, and
we'll conpare those who actually go on to a SNF stay and
those who don't, and to see if there are, first, any
differences in their |length of stay.

DR RONE: It would also permt you to have a
better view of cost. You said you were |ooking at cost, but

you may be | ooking at HCFA's cost rather than the actual
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cost of the services to be provided. |If you have the |ength
of stay and you know what the hospital's cost was of the
services that were provided, as opposed to just the DRG
paynent which woul d have been HCFA s cost independent of the
| ength of stay.

M5. WALTER. We're interested in the cost,
obviously, on the SNF side. But again, in the absence of
anyt hing better we have to rely on the APR-DRGs and the DRGs
to give us sone --

DR ROAE: No, | think it's great. | just wanted
to make sure you had it on the hospital side as well as the
SNF si de.

DR. NEWHOUSE: | still have a probl em though.
have two problens actually and one of themrelates to this,
which is -- ultimately they both relate to the anount of
i nformati on you have to interpret these changes. First, we
think at |east that people are behaving differently now, and
we just tal ked about staying longer in the hospital for the
i ntense cases. Sone people may well be going directly to
home health instead of going to the SNF at all. So that's

kind of point one. So there's different -- different people
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are in SNFs before and after, potentially.

Then two is, | presune you' re just going to have
adm ni strative data on these people. |'mworried about the
clinical panel -- and in sone sense, the clinicians should

speak to this rather than ne. But | would have been very
surprised if the clinicians could interpret a change in
services, given the information you're going to have
avai lable, to themfrom adm nistrative data. Now maybe
you' ve got nore than adm nistrative data.

M5. WALTER: | don't know what you nean by
adm ni strative data.

DR NEWHOUSE: C ai ns dat a.

M5. WALTER That's all we have. This analysis --

DR. NEWHOUSE: That's what | thought. So I would
think it would be extraordinarily hard to say whether a
reduction in services, particularly given what goes on in --
you don't really know what goes on in the hospital, do you,
with respect to therapies fromthe clains data?

M5. WALTER We're going to be |ooking at, pulling
up all of the files, the clains, the DVE files, the

inpatient files, the SNF files.
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DR. NEWHOUSE: Does the inpatient file have a
therapist's visit onit?

M5. WVALTER We're not so interested -- on the
inpatient side we're just interested in knowi ng what the --

DR. NEWHOUSE: The non-therapy ancillaries. Well,
all right. The drugs can --

M5. WALTER: W can get sone of that information
fromthe clains data.

DR. NEVWHOUSE: You can?

M5. WALTER: There's the ICD-9, the CPT, HCPC
codes and so forth.

DR. LAVE: -- pharmacy --

DR. NEWHOUSE: Pharmacy fromthe cl ai ns?

DR LAVE: Sone clains come in with six or seven
bi g paynent --

DR. NEWHOUSE: Let me just say, howin the world
is aclinician going to say anything about outcones?
They're not going to know what the drugs were or what --

DR. ROAE: | think there is -- | don't know if any
of us are really clinicians. |'mnot sure -- Ted is

dialyzing and I"'mnot sure Dr. Loop is still operating on
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people's hearts and whatever. But if we're supposedly the
clinicians here | guess sone of us can comrent.

DR. NEWHOUSE: Everything' s relative. That's what
we teach our students.

DR. ROAE: Right, exactly. | think there are a
coupl e of problens here. Another, in addition,
met hodol ogi cal problemis that if you're doing a
| ongi tudi nal study here and you're | ooking for change over
time, one of the things that I think we're seeing nationally
-- we're certainly seeing locally in New York but | think
we're seeing nationally, is case m x index is declining.
There is this reduction in case m x index, kind of a
downcodi ng as sone people -- Secretary Shalala feels it may
be related to the fraud and abuse concerns and that people
are nore cauti ous.

VWhatever it is, it's a significant reduction in
case mx index, and that is a secular effect that is going
on at the sane tinme that you're trying to do this
| ongi tudi nal study and you're trying to match patients,
you're going to have that confounding. So | just want to

throw that in. You may be able to correct for that.
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| think the easiest way to do this, Deborah, from
what |'ve heard is to try to take a set of patients who are
pretty honogeneous, |ike patients who had a hip fracture, or
patients who had a CABG or one DRGin which it's pretty
common and there are a | arge nunber of patients and there's
not a trenendous anount of variability around that and
follow them and you m ght be able to --

DR. NEWHOUSE: Isn't there variability within
t hose DRGs?

DR RONE: | know. [I'mjust trying to make it a
little easier than what you had, which is 24 different
things going in different directions at the sanme tinme. It
reduces the variance a little bit so that you can get a
handl e on it.

M5. WALTER: The 24 DRGs -- and | appreciate that
because I know we've had a | ot of internal discussions about
how wi de the scope is -- | think was mainly to focus on, in
terms of the case m x and changes. But | agree with you
that when we get to the last tw questions, we absolutely do
need to limt our analysis to five different Kkinds of

patient types that based on the expertise of the clinical
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panel think are the nost appropriate for the reasons that
you nentioned, and to | ook at them

Again, this is baseline information just to get a
taste of the lay of the land, and part of the clinical
panel's role will be to say whether or not that they can
help interpret this. It may just be that, here it is. Yes,
we see a change but we'll need nore data or nore tine to
figure out whether or not we can make any kinds of solid
interpretations fromthat. But | think for information, for
baseline's sake, is inportant.

DR. WLENSKY: | think the study is inportant.

DR. NEWHOUSE: If you could do it it would be very
i nportant.

DR. W LENSKY: The only question is how well we'll
actually be able to discern the changes that are resulting
fromthe prospective paynent, because there's an enornous
anount of change going on. The decline in case mx is -- |
nmean, that's no small --

DR. LAVE: Yes, but that should happen in both
hospitals. | nean, unless there's a -- if these hospitals

are distributed across the country --
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DR. RONE: Sure, if you're doing it cross-
sectionally conparing hospital Ato B, yes. But if you're
doing it longitudinally --

DR. LAVE: No, but | thought they were going to
take these two panels that were going through sort of
| ooki ng --

DR. RONE: | thought they were going to do a
before and after.

DR. NEWHOUSE: That's right.

DR. LAVE: But they're doing a conparison before
and after --

DR. RONE: Your baseline is going --

DR. LAVE: | thought conparing hospitals that were
covered and hospitals that weren't.

DR. NEWHOUSE: No, this is SNF

DR. LAVE: | was tal king about the hospital. But
| think the problemw th the hospital decline in case m x
woul d be okay because both sets of hospitals --

DR. RONE: She had a slide saying that the case
m X i ndex was going to be used --

DR, LAVE: It would decrease less in the hospitals
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that are referring --

DR RONE: I'Il buy you a glass of wine |ater and
we'll discuss it. Dd1l get this right? Was | right?

DR. LAVE: You're right.

DR ROAE: D d you get that?

DR LAVE: You're perfectly right. That's because
the hospitals don't refer to specific SNFs.

DR KEMPER: | would just like to comend you on
having really laid out in a good bit of detail the analysis
pl an, and just really congratulate you on that. | wll say,
the bad news of that is by fully articulating a plan it
invites a lot of comments. But in the interest of letting
Jack buy Judy a glass of wwne, I will give these to you
separately. But | really think this is a very nice job of
| ayi ng out what you're going to do.

DR. WAKEFI ELD: Actually, Gail or Joe, this is a
question for you, and actually | was a clinician in a
nursi ng home both as an educator and a practitioner;

di fferent nursing homes as a matter of fact and |'ve got to
defer back to you for the answer to this question because

based on ny practice experience | couldn't answer it.
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The issue has been raised about |ooking at the
data -- can you really answer these questions aside for just
a second -- concern about delays in patient discharges from
hospitals for high acuity patients. Here's my question to
you. Wuld there also be a reverse concern? That is, would
SNFs be incentivized with the new paynent systemto
di scharge back to a hospital a high acuity patient that
ordinarily woul d have been cared for, continually cared for
in that SNF but because of the paynents, paynent changes,
they may prefer to nove that patient back into the hospital
for care?

DR. WLENSKY: | guess we could | ook to see
whet her there's a readm ssion issue. That would be able to
be seen from comon working file information

M5. RAPHAEL: But there's always been a high
per cent age of cases going fromthe nursing hones back to the
hospi tal s.

DR. WAKEFI ELD: Any difference, that's ny
guestion. |Is there any difference --

MS. RAPHAEL: | don't know, but | know that it has

al ways been fairly high. | think in ny state it's like 40
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percent of the patients within a six-nonth period go back to
t he hospital

DR. WAKEFIELD: So is it 60 percent now?

M5. RAPHAEL: | don't know.

DR. WAKEFI ELD: Is it 40? That's ny question.

DR RONE: And it's particularly conmon in certain
di agnoses, the nost common of which is congestive heart
failure.

DR. WAKEFI ELD: Yes, and |'m wonderi ng about the
relationship to the paynent changes. So maybe not so nuch
what has been the case historically, but are they
incentivized now to rehospitalize higher acuity patients?
That's ny questi on.

DR. WLENSKY: | guess to the extent that you
think that you can look at this --

DR. NEWHOUSE: Certain kinds of high acuity
patients.

MR. MacBAIN. It was explained to nme that under
the RUG system -- this goes back a couple years ago now, the
set of RUGs as proposed -- patients for whomthe cost of

out si de services, services provided by agencies outside the
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SNFs, such as anbul ance or nobile x-ray or whatever, woul d
exceed the RUG per diem paynent. For those patients there's
a very clear incentive either not to admt themor to send
t hem back to the hospital

DR. NEWHOUSE: That's right. That's the subset.

DR. WLENSKY: | think to the extent we can | ook
at this issue enpirically that would be anot her i npact of
t he prospective paynent. | agree with Peter's comment, this
| aid out your workplan in sone detail on a very difficult
subject so it does invite a lot nore comment. As we go
along, I'msure you'll have nore.

DR LAVE: But we want to incentivize them sonmehow
to do it, so how do we do that?

DR. NEWHOUSE: Incentive themto do what?

DR. LAVE: To give details.

DR. W LENSKY: W provide themw th conplinents
about how nmuch we appreciate the detail ed workpl an.

Let me turn to the public. This has been a | ong
day on a diverse set of issues. |If there are any public
comments that people would |ike to make from any of the

topics we've covered today, this is the appropriate tine.
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ldentify yourself and pl ease --

M5. ZOLLER: |I'm Caroline Zoller with the Anmerican
Medi cal Rehabilitation Providers Association. [|'ll just try
to do this in one sentence because | know you want to run
We are |l ooking at the MDS-PAC in terns of whether or not it
woul d collect the informati on necessary to categori ze
patients into the FRGs, since HCFA has nmade that decision
W'l be back to the staff and to the Conm ssion before the
next neeting on that point.

DR. W LENSKY: Thank you

MR. CALMAN: | will be alnost as brief. |'mEd
Cal man, general counsel, the National Association of Long
Term Hospitals. [1'd |ike to make just a few points.

We sponsored the research that devel oped the
proposed PPS systemthat sonme of you have seen, and in the
course of that we conpared the weights of DRGs in short term
hospitals to long termhospitals. W had 70,000 cases, and
the weights are different. Sone of them are higher and sone
of themare lower. So that shows different resource use and
may be hel pful.

Secondly, long termhospitals really act as
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referral centers. You need a critical nmass of patients to
do a nunber of prograns, |ike ventilator weani ng prograns,
wound care progranms for difficult patients, and other Kkinds
of cases. The concern about devel opi ng a paynent system
where any hospital can have the paynent rate is that sone of
t hese hospitals that are 200, 300 beds do not have the
critical mass of patients. So therefore, if they're
incentivized to keep the patients, the referrals will not
conme to the referral center and those prograns will be

di m ni shed.

What's worse, a |lot of these cases are crossover
cases. They exhaust Part A You really can't |ook at them
unl ess you | ook at them when they're Part B after exhausting
Part A, to understand what they are.

Anot her issue | would raise and then |I'I| |eave,
is that if you develop a high weight DRG whether it's
taking the current DRGs and rewei ghting them which we've
done, and then you give that to an acute care hospital, or
you develop a few nore, they all have to be high wei ght
because of the length of stay and the resource use. You

woul d t hen encourage upcoding to those high weight DRGs in
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hospital s where the cost base is higher.

Finally, a lot of these costs in stays have been
taken out of PPS because of the recalibration process as
long termhospitals develop. | would |ike to make sure as
you go about your workplan that you do consider the
crossovers, because sone of these cases conme in on day 90 or
day 80 of this illness have a 30 or 40-day |ength of stay,
and in order to truly understand the institution you have to
follow themafter they | eave Part A and they're still
Medi care beneficiaries because they're Part B.

Thank you very nuch.

DR. W LENSKY: Thank you

MR. GRAEFE: Thank you, Gail. Fred G aefe of
Baker and Hostetler on behalf of Baxter. As |'ve nmentioned
to you before, we're in favor of renoving the statutory bar
in Section 1876 to allow plans to treat Medicare
beneficiaries who have ESRD. 1'd like to conmmend the
Comm ssi on and Nancy for a very conprehensive and anbitious
wor kpl an on ESRD, but one comment on it. The plan as
presented woul d apply quality neasures, performance outcones

only to plans.
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If that were to be your recommendation, at the
sanme time reconmendi ng that the bar be renoved, then the | aw
of uni ntended consequences would kick in, in ny judgnent,
and plans then woul d not take Medicare beneficiaries because
these quality measures, which are very necessary -- it's a
very fragile and brittle population. M recomendation to
you is that your quality neasures, which you have al ready
clearly articulated very well in last year's report, should
apply equally and in full force to both plans and to fee-
for-service providers.

Thank you very nuch.

DR. WLENSKY: | didn't realize they didn't.

We'll make sure -- | don't think it was anybody's intent to
have a differential set of indicators.

MR. GRAEFE: Thank you.

M5. HOLDER: Hello, |I'mEl ma Holder with the
National Citizens Coalition for Nursing Hone Reform | was
here this nmorning for the presentation from JCAHO and
listened to that panel. | wanted to tell you that froma
consuner perspective that raised a |l ot of concerns for us

because | feel like a lot of the issues that are of serious
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concern to consuners related to deem ng and regul ation
versus accreditation were gl ossed over this norning.

So I would ask you -- | understand that you did
have a panel of consuners related to home health care and |
woul d ask that you have a panel of consuners representing
nursing home interests to cone and appear before you. Not
only were the issues of deem ng and accreditation and those
i ssues raised, but the issue of staffing was raised as well
and that's a very serious issue to us and we have sone very
vivid, lengthy experience this past year on the staffing
issue wth people around the country with what's happeni ng
on that, and I think it's valuable information that we
shoul d have an opportunity to present to you.

Thank you.

DR. RONE: | recommend we accept the
recommendat i ons of anyone fromthe public who is the
reci pient of the Gustav Lienhart award whi ch was best owed
upon her on Monday at the Institute of Medicine annual
meet i ng.

[ Appl ause. ]

DR. WLENSKY: W are adjourned until 9:00
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t onor r ow nor ni ng.

recessed,

1999. |

[ Wher eupon, at 5:42 p.m,

to reconvene at 9:00 a. m,

t he neeting was

Fri day, October

15,

320



